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General 
Further on ASEAN Meeting 


Qian on Security Cooperation 


OW0108145095 Beijing XINHUA Domestic Service 
in Chinese 1004 GMT I Aug 95 


[FBIS Translated Text} Bandar Seri Begawan (Brunei), 
1 Aug (XINHUA) — Qian Qichen, Chinese State 
Council vice premier and foreign minister, said here 
today: How to bring stability and prosperity into the 21st 
century is a major task currently facing the countries and 
peoples of the Asia-Pacific region. He said: "In summing 
up the past and examining the future, we should discard 
outdated concepts from the Cold War era and follow 
new historical trends.” 


Qian Qichen made these remarks while speaking at the 
ASEAN Regional Forum today. 


Qian Qichen said: As the current world situation contin- 
ues to undergo profound changes, the Asia-Pacific re- 
gion has basically maintained relative political stability 
and sustained economic growth. The Asia-Pacific region 
does not have the problem of imminent crises. Interstate 
bilateral and multilateral cooperation in the economic, 
political, and security spheres is growing brisk with each 
passing day. Actively seeking internal and external envi- 
ronments that are conducive to peace and development, 
and taking the road of making the country prosperous 
through economic development have become the basic 
goal of Asia-Pacific countries and a reliable basis for 
mutual cooperation. Some destabilizing factors still ex- 
ist in the region. These problems should be dealt with 
properly, and should not be allowed to affect interstate 
friendly relations and regional stability. 


After affirming the forum’s activities in the year since its 
inception, Qian Qichen pointed out: The Chinese side 
advocates the development of regional cooperation in 
security matters in stages in the spirit of dealing with 
issues in ascending order of difficulty, and of seeking 
common ground while reserving differences. For some 
time to come, the countries concerned may hold pre- 
liminary informal discussions and consultations on the 
principles, content, scope, and method of cooperation in 
security matters. Meanwhile, they should carry out some 
specific activities of cooperation on which the parties 
concerned have reached a consensus or which are not 
highly contentious, and institute some practical and fea- 
sible confidence- building measures in a step-by-step 
manner. It is not enough to limit confidence-building 
measures to the military sphere only; they should en- 
compass various fields — political, economic, and so- 
cial. In light of the characteristics of the Asia-Pacific 
region’s situation, confidence-building measures in a 
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broad context should be advanced to help improve the 
overall security environment. 


Speaking of the forum’s future development, Qian 
Qichen said: Developing multilateral cooperation in 
security matters in the Asia-Pacific region is a long- 
term, complex, and completely new project. In setting 
its aims and goals, the forum should take account of 
the reality of the Asia-Pacific region’s diversity, and 
proceed from the distinctive features of the post-Cold- 
War new international situation. It should not blindly 
and indiscriminately copy the models of other regions 
Or past models. Fostering an atmosphere and habit 
of mutual respect and equal consultation within the 
forum will bring tremendous benefits to the parties 
concerned. Political will is of primary importance in 
building interstate trust. Voluntary cooperation is out of 
the question without a good, common political will. 


Speaking of China’s national defense policy, Qian 
Qichen noted: The national defense policy and mili- 
tary strategy implemented by China are defensive in 
nature. The Chinese Government strictly controls its 
national defense expenditures at the minimum level 
needed to ensure national security. Despite an average 
annual growth of 6.22 percent in absolute terms in na- 
tional defense spending from 1979-94, China posted a 
negative growth rate of 1.37 percent in national defense 
expenditures after allowing for price increases. This was 
a decrease in real terms. It is clear that China’s national 
defense expenditures are low in terms of input and per- 
centage, and are tailored to meet the minimum require- 
ment for maintaining national defense spending. Ten 
years ago, China cut its military strength by | million 
men in line with developments and changes in the inter- 
national situation, and the needs of domestic construc- 
tion. It was a significant troop-reduction step taken uni- 
laterally by the Chinese Government, and the scope and 
extent of reduction has rarely been seen in as many years 
in international arms control and disarmament. China is 
among the first countries to convert industries that use 
national defense science and technology into civilian 
production in an all-around manner. The percentage of 
civilian products in the total output value of Chinese in- 
dustries using national defense science and technology 
increased from 8 percent in 1978 to 76 percent in 1993. 
Qian Qichen noted: The Chinese Government is study- 
ing the issue of publishing papers on China’s national 
defense construction at an appropriate time. 


Qian Qichen pointed out emphatically: Asia-Pacific 
countries should truly build interstate relations on the 
basis of the UN Charter and the five principles of peace- 
ful coexistence, replacing the resort to force and the 
threat to use force with peaceful negotiation, dialogue, 
and consultation, and trade protectionism and economic 
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sanctions with equal and mutually beneficial exchanges 
of needed goods. Only in this way can various destabi- 
lizing factors, both apparent and potential, be effectively 
controlled and eliminated, and can peace and stability in 
the Asia-Pacific region be consolidated and developed 
continuously. Only in this way can a new international 
political and economic order conducive to mankind’s 
common progress and development be established in 
the 21st century. 


Qian, Philippine Official Meet 


BK0208045395 Beijing China Radio International 
in Tagalog 1130 GMT I Aug 95 


[FBIS Translated Text] In Bandar Seri Begawan, Brunei 
— Qian Qichen, second premier and China’s foreign 
minister, met with Philippine Foreign Affairs Secretary 
Domingo Siazon, Jr. and held discussions on bilateral 
relations. 


Siazon said that there is a lot of potential for trade 
cooperation between the Philippines and China, and the 
two countries should (?figure out) their investments and 
intensify their cooperation in science and technology. 


Qian concurred with Siazon’s statement. He said the 
two countries are, at present, trying to build up trade 
and they need to have a stable and peaceful world 
environment. Qian is hoping that the tension in the 
South China Sea will be cleared. He added that China 
is willing to resolve the Nansha [Spratlys] issue in a 
peaceful manner. 


Siazon, meanwhile said the Philippines is hoping that 
the two countries can settle the issue through a peaceful 
dialogue. 


Qian Discusses Spratlys Issue 


OW0108230895 Beijing XINHUA in English 
1820 GMT I Aug 95 


([FBIS Transcribed Text] Bandar Seri Begawan, Brunei, 
August | (XINHUA) — Chinese Vice Premier and 
Foreign Minister Qian Qichen told reporters here tonight 
that China’s position on the Nansha [Spratly] Islands 
issue is a Clear-cut one. 


After meeting with U.S. Secretary of State Warren 
Christopher here in Bandar Seri Begawan, Brunei, Qian 
explained China’s three points in this regard. 


Firstly, China has the sovereignty over the Nansha Is- 
lands. Long long ago, China already exercised jurisdic- 
tion over the Nansha Islands and conducted develop- 
ment and exploration in that area. At the end of the 
Second World War, when Japan surrendered, the Nan- 
sha Islands were taken over by the then Chinese govern- 
ment. So, on this question, there was actually no dispute 
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before the 1970s. Disputes only came up one after an- 
other after early 1970s, Qian said. 


Secondly, he said, all disputes should be resolved by 
peaceful means on the basis of the provisions of the 
international law, including the 1982 UN Convention 
of the Law of the Sea, 


Thirdly, if negotiations can not be conducted for the 
time being, the disputes should be shelved and efforts 
should be made for joint development activities, Qian 
said. 


The Chinese foreign minister also emphasized that the 
area of the South China Sea is at a strategic point 
of international communications. Therefore, the safety 
and freedom of navigation and aviation should be 
guaranteed by all parties concerned in that area. 


There has never been any problem in this regard, and 
there will not be any in the future, Qian said. 


Qian Returns Home 


0QW0208094895 Beijing XINHUA in English 
0938 GMT 2 Aug 95 


(FBIS Transcribed Text] Beijing, August 2 (XINHUA) 
— Chinese Vice-Premier and Foreign Minister Qian 
Qichen came back here this afternoon after attending the 
28th ASEAN Ministerial Meeting and the 2nd ASEAN 
Regional Forum. 


The two meetings were held in Bandar Seri Begawan, 
capital of Brunei, from July 29 to 30 and on August 1, 
respectively. 


‘Better Service’ Urged for UN Women’s Conference 


OW0208063995 Beijing XINHUA in English 
0627 GMT 2 Aug 95 


[FBIS Transcribed Text] Beijing, August 2 (XINHUA) 
— Officials are calling for better service and a better 
environment for the UN Fourth World Conference on 
Women, to be staged here in September. 


Addressing a meeting on Tuesday [2 August] to mo- 
bilize service workers, Wei Jianxing, secretary of the 
City’s party committee, said that "the current important 
work undertaken by the city is to provide material guar- 
antees for the conference”. 


He urged that a beautiful and comfortable environment 
be created and the capital city’s stability be safeguarded 
during the conference period. 


"The staging of the conference will be a good opportu- 
nity for the world to get to know Beijing and for Bei- 
jingers to get to know the world," the official explained. 
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Staff from all business fields, including shops, hotels, 
posts and telecommunications offices, hospitals and 
travel agencies, should offer first-rate services, said Li 
Qiyan, mayor of Beijing. 


Citizens of Beijing ought to demonstrate courtesy at all 
times when in contact with people from abroad, and 
demonstrate the "real spirit and style of capital city 
people", according to Wei. 


So far, preparations for the conference are well under 
way. The organizing committee will provide two cen- 
ters, five big halls as well as 80 marquees for convening 
meetings. 


Attendants from all over the world will be accom- 
modated in 34 hotels, in addition to many apartment 
houses. 


Further on Preparations 
HK0208053595 Beijing CHINA DAILY in English 
2 Aug 95 p3 


[Article by Cao Min: “Beijing Readies for Forum") 


[FBIS Transcribed Text} Beijing is making every ef- 
fort to ensure the success of the United Nations’ Fourth 
World Conference on Women (September 4-15) and the 
Non-Governmental Organization (NGO) Forum (Au- 
gust 30-September 8). 


At a mobilization meeting yesterday, Beijing Commu- 
nist Party Secretary Wei Jianxing urged municipal gov- 
ernment departments and leading groups at all levels to 
contribute to improving the status of women across the 
globe. 


Wei said the city must provide excellent service for 
conference and forum attendees in accordance with the 
demands of the conference committee. 


Almost 40,000 officials, representatives, NGO forum 
members, tourists and foreign journalists will gather in 
the capital for the conference and forum. 


Wei expressed his hope that city residents will keep 
Beijing clean and maintain public order, as the meeting 
is just around the corner. 


Beijing Mayor Li Qiyan said it is a glorious but arduous 
task for the city to host the international meeting on 
women. 

Li said Beijing is rising to the task. 

So far, he said, preparatory work for the meeting has 
almost been completed. 


Aside from the 80 hotels available for government del- 
egations and reporters from the UN and various coun- 
tries, special media, medical, commercial and shopping 
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centres have been established for use during the confer- 
ence. 


In Huairou County, site of the 10-day NGO Forum, 161 
meeting halls — including 75 indoor halls and more 
than 80 tents and other meeting sites — have been 
completed. 


Hotels and apartments that can accommodate 16,000 
participants have also been prepared, Li said. 


Roads, water, electricity and gas supply, heating and air 
conditioning and telecommunications are being put into 
order as well, he said. 


Some 3,000 international direct-dial phone lines will be 
provided for the meeting sites and hotels, and closed- 
circuit TV monitors will televise the conference at main 
meeting places and hotels, Li said. 


Beijing ‘Increasing’ Cooperation With WHO 
OW0108145995 Beijing XINHUA in English 
1443 GMT I Aug 95 


[FBIS Transcribed Text] Shanghai, August | (XIN- 
HUA) — China is increasing cooperation with the 
World Health Organization (WHO), and results have 
already proved fruitful in the area of health care in the 
country with the world’s biggest population. 


Thus far, 67 Chinese medical units have been designated 
by WHO as global health cooperation centres, the 
largest number for any country in the world. 


Since 1978, in conjunction with the signing of a tech- 
nical cooperation memorandum on health with WHO, 
China has cooperated with it in as many as 12 subjects 
and more than 30 specialties. 


A basic health care cooperation centre in Jiading in 
the suburbs of Shanghai, China’s biggest metropolis, 
for example, has had remarkable success in improving 
hygiene, medical techniques, and farmers’ health care 
in rural areas. 


Yin Dakui, Vice-Minister of Public Health, said that 
China attaches equal importance to improving people’s 
living standards and medical services, and in order to 
overcome regional discrepancies in health care, China is 
to strengthen cooperation with WHO to give the whole 
nation access to adequate medical care. 


Statistics show that from 1992 to 1994, world health 
cooperation centres in China got 9.8 million US dollars’ 
worth of aid from WHO, while 217 scientific researchers 
were sponsored for further study abroad. 


The cooperation centres in China are playing an in- 


creasingly important role in expanding Sino-foreign ex- 
changes in medical techniques and medical personnel. 
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United States & Canada 


Qian Qichen Meets With Christopher 


Ties Face ‘Serious Difficulties’ 


OW0108183895 Beijing XINHUA Domestic Service 
in Chinese 1646 GMT | Aug 95 


[FBIS Translated Text] Bandar Seri Begawan, Brunei, | 
Aug (XINHUA) — Chinese Vice Premier and Foreign 
Minister Qian Qichen met U.S. Secretary of State 
Christopher at the International Convention Center in 
Brunei today. 


During the meeting, Qian Qichen said: The meeting 
between Chinese and U.S. foreign ministers comes 
at a time when the relations between China and the 
United States are faced with serious difficulties [yan 
zhong kun nan 0917 6850 0938 7181]. It is our hopes 
that China and the United States maintain normal and 
good relations, which conform to the interests of China 
and the United States and which is also beneficial to 
the peace and stability of the world and Asian-Pacific 
region. But, the development of Sino-U.S. relations is 
based on principles, that is, the principles determined 
by the three Sino-U.S. communiques, which have the 
Taiwan issue as the core. 


Qian Qichen said: Facts have proved that Li Teng-hui’s 
“private visit" to the United States was absolutely a 
political action, aiming at creating “two Chinas” or "one 
China, one Taiwan.” The adverse consequences of the 
United States’ permission for Li Teng-hui's U.S. visit 
cannot be denied. 


Christopher said: The United States recognizes [cheng 
ren 2110 6126] the People’s Republic of China as the 
sole legal government of China. The United States re- 
spects [zun zhong 1415 6850] the Chinese government's 
position that there is only one China in the world and 
Taiwan is a part of China. The U.S. Government will 
handle the Taiwan issue on the basis of one-China pol- 
icy. The U.S. Government is opposed to Taiwan inde- 
pendence and does not support Taiwan's participation 
in the United Nations. 


Christopher also emphatically said: Maintaining con- 
structive relations with a strong, open, and prosperous 
China is in line with the interests of the United States. 


Qian Qichen said: We attach importance to the above 
Statement by the secretary of state. Meanwhile, I wish 
to point out that there is an old saying in China which 
goes like this: "Promise must be kept and action must 
be resolute.” [yan bi xin xing bi guo 6056 1801 0207 
5887 1801 2654] The true value of a promise is shown 
in real action. 
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The both sides agreed to meet again during the UN 
General Assembly in September. 


During the meeting, Christopher also conveyed Presi- 
dent Clinton’s letter to President Jiang Zemin. 


Also attending the meeting were Chinese Assistant Min- 
ister Wang Yingfan and Winston Lord, U.S. assistant 
secretary of state. 


Further on Meeting 


OW0108185595 Beijing XINHUA in English 
1807 GMT I Aug 95 


{[FBIS Transcribed Text] Bandar Seri Begawan, Brunei, 
August 1 (XINHUA) — Chinese Vice Premier and 
Foreign Minister Qian Qichen met with U.S. Secretary 
of State Warren Christopher here this evening. 


Qian said the meeting takes place at a time when Sino- 
U.S. relations are in serious difficulty. "We hope that 
China and the United States maintain a normal and 
good relationship for this is in the interests of both 
countries and is beneficial to peace and stability in the 
Asia-Pacific region and the world," he said. 


He stressed that the development of Sino-U.S. relations 
must be guided by principles, namely, those defined in 
the three Sino-US joint communiques, the essence of 
which is the Taiwan issue. 


Qian said facts show that Li Teng-hui’s so-called 
“private visit" to the U.S. was a political activity after 
“two Chinas” or “one China, one Taiwan”. The adverse 
consequences of the U.S. allowing for Li’s US visit 
cannot be denied, he noted. 


Christopher said that the U.S. recognizes the People’s 
Republic of China as the sole legitimate government 
in China, and that the U.S. respects China’s stand that 
there is only one China in the world and that Taiwan 
is part of China. He said that the U.S. government will 
deal with the Taiwan question on the basis of the “one 
China policy” and that the U.S. Government is opposed 
to Taiwan's independence and the admission of Taiwan 
into the United Nations. 


He emphasized that it is in the interests of the United 
States to maintain a constructive relationship with a 
strong, open and prosperous China. 


Qian Qichen said China attaches importance to these 
statements made by the U.S. Secretary of State, adding 
that there is an old Chinese saying — "Be true in word 
and resolute in deed." Any commitment is valuable only 
when it is matched by concrete action, he said. 


The two sides agreed to meet again during the United 
Nations General Assembly in September. 


ibited without permission of the copyright owners. 
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Christopher handed over a letter from President Bil! 
Clinton to President Jiang Zemin. 


Present at the meeting were China’s Assistant Foreign 
Minister Wang Yingfan and U.S. assistant secretary of 
state Winston Lord. 


Editorial Views Qian-Christopher Meeting 


HK0208051395 Hong Kong SOUTH CHINA 
MORNING POST in English 2 Aug 95 p18 


[Editorial: "Slow Diplomacy"] 


{FBIS Transcribed Text] It was always wrong to expect 
miracles from the encounter between U.S. Secretary of 
State Warren Christopher and Chinese Foreign Minister 
Qian Qichen in Brunei yesterday. The issues that bedevil 
Sino-American relations are far too complex to be 
settled at a single meeting — especially when both sides 
had publicly staked out such divergent positions in the 
hours immediately before the two men met. 


But what is important is that the meeting marked the 
resumptic a of the first high-level dialogue between the 
two countries since the granting of a visa to Taiwanese 
President Li Teng-hui set relations on a downward 
spiral, more than two months ago. At the same time, 
President Bill Clinton’s personal message to his Chinese 
counterpart, Jiang Zemin, is a welcome indication that 
the desire to repair ruptured relations extends to the very 
top of the U.S. administration. 


Yet one letter could no more have been expected to 
solve everything than a single meeting. Britain's ex- 
perience in negotiations on Hong Kong (where several 
similar such messages were sent by successive Prime 
Ministers) suggests such letters can play a helpful role 
— but only when they lead to dialogue at a higher-leve!. 
Unfortunately, that will be difficult in this instance, with 
both sides setting such preconditions that it will be dif- 
ficult to arrange a Clinton-Jiang summit in October. 


In Washington's case, this simply reflects the politi- 
cal reality that it would be electorally suicidal for the 
President to allow such a meeting while U.S. citizen 
Harry Wu Hongda remairis detained in Wuhan. But that 
should not stop First Lady Hillary Rodham Clinton at- 
tending September’s United Nations women’s confer- 
ence in Beijing: She wants to go and there is no reason 
why her long-arranged visit need be held hostage to the 
state of Sino-U.S. relations. Continuing efforts should 
also be made to try to arrange a presidential summit — 
although the onus is now on Beijing to facilitate this by 
releasing Mr Wu. 
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Newspaper Reports Further on Christopher Talks 


HK0208053295 Hong Kong EASTERN EXPRESS 
in English 2 Aug 95 p17 


{"Anaiysis" by Bruce Gilley: "U.S., China Must Both 
Give To Thaw Relations”] 


[FBIS Transcribed Text] They tried their best during a 
two-hour meeting in an oil-rich sultanate far away from 
their respective capitals. But the Chinese and United 
States foreign ministers were never likely to resolve the 
current impasse in bilateral relations, in which each side 
refuses to budge on an issue close to its national heart. 
For China, the issue is Taiwan, a defining concern of 
the communist state. For the U.S., the issue is human 
rights, in particular those of the jailed activist Harry 
Wu, who many think fell into a trap laid by mainland 
security authorities when he was arrested on June 19. 


Qian Qichen and Warren Christopher could only hope 
to gloss over these difficulties in their first meeting in 
four months yesterday, with the declaration that the 
talks had been "positive". But analysts say things are 
unlikely to get better soon. "The amount of trust on both 
sides is very low right now,” Wang Jisi, the director of 
the American studies institute at the Chinese Academy 
of Social Sciences (CASS), said after the talks ended 
last night. "The U.S. is not willing to give ground and 
neither is China,” he told EASTERN EXPRESS from 
Beijing. 

Ground must be ceded nonetheless. Specificially, the 
U.S. must budge on Taiwan. China must do likewise on 
Wu. 


China insisted before the taiks yesterday that the U.S. 
“correct its mistakes" of allowing Taiwan’s President 
Li Teng-hui to visit in June. US officials insisted that 
there would be no expression of regret. "It was the 
proper decision to make,” an official said in Brunei. 
Washington could probably appease Beijing “by saying 
some things about its attitude towards Taiwan" which 
could amount to less than an expression of regret, Wang 
said. Clinton appeared to be doing just that yesterday 
in a letter, delivered to Qian by Christopher, which 
reaffirmed Washington’s one-China policy. By itself, 
the expression was unlikely to appease Beijing, even 
though Chinese officials said after yesterday's meeting 
they “welcomed” the statement. 


Sources say that in internal documents circulated among 
the decision-making polithuro recently, the leadership 
has asserted that the Taiwan issue is more important 
than relations with the '/S. In such circumstances, 
Washington will Lave to come up with more on Taiwan 
to unravel this knot, sources say. 


[This report may contain copyri;hted material. Copying and dissemination 
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In the case of Harry Wu, the ball is in the other court. 
Here, the personal interests of Chinese President Jiang 
Zemin, struggling to assert his authority at home, are 
crucial. Jiang desperately wants a summit meeting with 
Clinton in Washington to boost his status at home. 
The U.S. has blocked such a full state reception for 
a Chinese leader since the 1989 Tiananmen Square 
massacre. Christopher called such a summit impossible 
while Wu remains in jail in Wuhan. 


While insisting that he was “not privy to the internal 
decision-making” on the Chinese side with regards to 
Harry Wu, Wang said that Beijing’s stance in talks with 
Washington was clear. "They have insisted that the issue 
is not related to bilateral relations. Only the Americans 
have linked the two. Under such circumstances, the 
Harry Wu case will also be hard to solve.” 


But Qian suggested yesterday that a possible face-saving 
solution could be worked out. The issue “could not be 
resolved until the legal matters are complete," he said 
before yesterday's talks. The statement left open the 
possibility of Wu's release if Beijing opted not to issue 
the prosecution document needed to begin a trial. Such 
a course depends on whether Jiang reckons softening on 
Wu is likely to win him more points through better U.S. 
ties than it would lose him through criticism at home. 
As Cold War era relations with the U.S. continue, the 
points to be gained by releasing Wu will increase. 


In the meantime Beijing’s pledge that trade relations 
will not be affected by the current impasse are in doubt. 
“Objectively speaking, China cannot ensure that the 
economic and trade relations with the U.S. wili continue 
to be very good, given bad political relations,” Wang 
said. 


U.S. Plays ‘Spratlys Card’ To ‘Contain’ Beijing 
HK0208020895 Hong Kong WEN WEi "0 in Chinese 
1 Aug 95 pAll 


[Article from “Truth Seeking” column by Li Tzu- 
Chen (7812 1311 3791): "United States Wants To Play 
‘Nansha Card’”] 


([FBIS Translated Text] According to analyses made 
by overseas observers, the United States has of late 
Started playing the “Taiwan Card." [t launched an 
attack in terms of territorial sovereignty by allowing 
Li Teng-hui to visit the United States and engage in 
"two Chinas” activities, thus seriously harming [yan 
zhong sun hai] the foundation of Sino-U.S. relations 
and throwing bilateral relations into a “danger zone” 
[wei xian qu 0604 7145 0575]. Kecently, there have 
also been signs that the United States is exploring ways 
of playing the “Spratlys Card” to incite neighboring 
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countries to oppose China, in order to implement its 
policy of containing [e zhi 6666 0455] China. 


The United States previously adhered to a position of 
non-involvement on the Nansha issue. Nevertheless, af- 
ter the "Mischief Reef Incident,” the Clinton adminis- 
tration acted out of character and issued a statement 
expressing “deep concern” over “tension” in the South 
China Sea, saying that the United States has “vital in- 
terests" in the region and is ready to “provide neces- 
Sary assistance” to countries with territorial claims on 
the South China Sea. Some people in the United States 
even suggested to Washington that it is necessary to start 
dusting off the "Southeast Asian Treaty Organization,” 
which became historical garbage long ago, so that a po- 
litical and military alliance could be knocked together 
to contain China when needed. Reports have said that 
U.S. Naval commando units and Philippine troops have 
of late carried out a joint exercise near Nansha to “en- 
able U.S. troops to familiarize themselves with defense 
affairs relating to South China Sea waters." The U.S. 
House of Representatives recently adopted the "1995 
China Policy Act," explicitly calling for bringing pres- 
sure to bear on China with regard to military action in 
the South China Sea. A series of facts have shown that 
the United States is waiting for an opportune moment 
to play the “"Nansha Card” against China. 


The Nansha Islands have been Chinese territory since 
ancient times, this being at once an indisputable issue 
and a fact recorded in all history books since the 
Tang dynasty. This fact has also been attested to 
by large quantities of unearthed cultural relics. The 
Chinese Government issued in August 1951 a statement 
solemnly proclaiming the Nansha Islands as China’s 
sacred territory. China’s claim was acknowledged by 
the United Nations and received no objections from 
countries in Southeast Asia at that time. It was not 
until the late 1970s that countries in the region began 
raising some disputes. The Chinese Government has 
all along exercised great restraint toward those claims 
and proposed “shelving disputes and conducting joint 
development" with a view to maintaining friendly 
relations with countries in Southeast Asia. ASEAN 
also responded positively to the Chinese Government's 
proposal long ago and issued a “South China Sea 
Declaration" that basically accepted China's position. 


China and the Philippines have had a dispute over the 
Nansha issue since the beginning of this year. The dis- 
pute has been deliberately played up and exaggerated 
by the outside world. Chinese and Philippine diplo- 
mats have reached a four-point consensus on the Nan- 
sha Islands and agreed to hold continued consultations 
on the issue. Qian Qichen, Chinese vice premier and 
foreign minister, reiterated China’s indisputable sover- 
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eignty over the Nansha Islands and surrounding waters 
at the ASEAN foreign ministers’ conference the other 
day. China is ready to properly resolve relevant disputes 
with the countries concerned through peaceful talks in 
line with the universally recognized international law 
and modern law of the sea, including the basic princi- 
ples and legal system laid down in the “United Nations 
Convention on the Law of the Sea." The foreign minis- 
ters of ASEAN expressed appreciation for this. If other 
countries poke their nose into this, it will not be helpful 
to the solution of the issue but will only make it more 
complicated. 


Sino-U.S. relations are at a crucial stage [guan jian 
jie duan 7070 6943 7132 3008]. Their prospects hinge 
on the U.S. side. If the United States adopts practical 
action to remove the unfavorable consequences arising 
from its allowing Li Teng-hui to visit, and then gives 
up its policy of containment against China, Sino-U.S. 
relations will tide over the difficulties and gradually 
return to normal. Conversely, if the United States does 
not change its erroneous stand, cannot extricate itself 
from the outdated Cold War mentality, continues to 
play the “cards” in its hand, and pursues a policy of 
containment against China, new crises are bound to 
emerge in Sino-U.S. relations [zhong mei guan xi shi 
bi chu xian xin di wei xian 0022 5019 7070 4762 0528 
1801 0427 3807 2450 4104 0604 2623). 


Central Eurasia 


First Sino-Russian Optical Cable To Be Built 


OW2907134595 Beijing XINHUA in English 
1254 GMT 29 Jul 95 


{[FBIS Transcribed Text] Harbin, July 29 (XINHUA) 
— China and Russia will jointly build an international 
optical communications cable, which is believed to be 
the first of its kind connecting northeast China with the 
Far East part of Russia. 


The 150-km optical cable will link Harbin, capital 
of China’s Heilongjiang Province, with Russia’s 
Khabarovsk. 


Construction of the project will be started in September 
and will be opened to service by the end of 1996. 


Equipped with international advanced facilities, the 
Harbin-Khabarovsk international border telecommuni- 
cations system will have a high capacity, and can be 
extended to Japan and the Republic of Korea by a sub- 
marine cable. 


Official said that optical cable will help solve the 
difficulty in communications between China and the Far 
East part of Russia, and will promote economic and 
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trade development both in Heilongjiang Province and 
the Far East in Russia. 


Currently, a telephone call between China and the Far 
East in Russia has to be transferred from Beijing and 
Moscow. 


Heihe To Rejuvenate Sino-Russian Border Trade 


HK0208053495 Beijing CHINA DAILY in English 
1 Aug 95 pS 


[Article by Song Lijun: “Barriers Fall in Border Trade" } 


{[FBIS Transcribed Text] Border trade in Heihe, Hei- 
longjiang’s major trading port with Russia, is picking 
up after a nearly two-year depression. 


But municipal leaders warn the path to prosperity could 
still be rocky. 


Heihe Mayor Sun Hongzhi said obstacles, such as 
Russia's rising export tariff and complicated procedure, 
are still hindering the smooth development of border 
trade and remain to be cleared away. 


In the first half of this year, the city signed contracts 
worth $324 million with Russia, 39 per cent up on the 
same period last year. 


Agreements worth $65.08 million had been carried out, 
60 per cent up. 
Sun attributed the recovery of border trade to the 


intensifying relationship between the two countries and 
Russia’s economic slump. 


China imports steel products, timber, ethylene products 
and bronze from Russia and exports agricultural and 
light industrial products. 


Border trade sprung up in late 1980s as both China and 
Russia began to embrace market economy. 


At its peak in the early 1990s Heihe became the hub 
linking 3,000 domestic enterprises with 700 enterprises 
in nine areas of the Commonwealth of Independent 
States. 


Between 1987 and 1993 Heihe’s border trade grew 
annually by around 90 per cent to reach $41) million 
in 1993. 


The collapse came in the second half of 1993 when 
China began to tighten credit and cut down fixed assets 
investment in a bid to curb inflation. 


That lead to a sharp decrease in domestic demand for 
imported products. 


Meanwhile, the unification of China’s dual-track foreign 
exchange system boosted the import cost while the 
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implementation of new tax system added a burden on 
foreign trade companies, Sun said. 


In addition, the disturbance of Russia’s political sit- 
uation accelerated the decrease of Sino-Russia border 
trade. 


In 1994, Heihe’s total trade value with Russia was only 
$76.37 million, 81 per cent down on the previous year. 


“Although still facing tough times, Heihe is making 
fresh efforts to rejuvenate border trade,” said Li Bin, 
director of the Heihe Foreign Economic and Trade 
Commission. 


The city is boosting non-government exchange with 
Russia by establishing a trade promotion council and 
an international chamber of commerce. 


As disputes over border trade keeps increasing, Heihe 
and Russia's Amur Region have established foreign 
economic arbitrary organizations which have accepied 
24 cases, five of which have been settled. 


The Heihe branch of the Agricultural Bank ma. 
reached agreements with a commercial bi « .n Russia 
to open direct settlement for foreign trade c: mes, ON 
both sides. 


Bilateral Talks Held With Kyrgyz Officials 


OW2807135195 Beijing XINHUA in English 
1313 GMT 28 Jul 95 


[FBIS Transcribed Text] Beijing, July 28 (XINHUA) — 
The discussions between the foreign ministries of China 
anc Kyrgyzstan ended here today. 


Starting from Thursday [27 July], Chinese Vice-Foreign 
Minister Dai Bingguo and Kyrgyzstan Vice-Foreign 
Minister T. Chinetov discussed bilateral relations, in- 
cluding the boundary issue. 


On July 25, Chinese Vice-Premier and Foreign Min- 
ister Qian Qichen met with Chinetov. The two sides 
expressed the hope to further develop the friendly rela- 
tions and cooperation between the two countries. 


Northeast Asia 


Japanese Army ‘Enslaved’ Millions of Laborers 


OW0208063295 Beijing XINHUA in English 
0619 GMT 2 Aug 95 


{[FBIS Transcribed Text] Tianjin, August 2 (XINHUA) 
— The Japanese invaders enslaved some 9.2 million 
Chinese laborers and their relatives in north China 50 
years ago, according to two historical documents found 
in the Tianjin Archives. 
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The documents show that most of the laborers were 
sent to the Japanese puppet state of “Manchukuo” in 
northeast China, and more than 40,000 to Japan. 


These are the first such “official” statistics to be found 
in this north China port city. The discovery, of historic 
importance, coincides with the 50th anniversary of the 
victory in the War of Resistance Against Japanese 
Aggression (1937-1945). 


The statistics were published in a report on Sino-foreign 
economic statistics compiled by a then “official” bank, 
and in a general business review by an “official” yet 
local labor association. 


According to the statistics, between 1936 and January 
1945, about 6.967 million laborers and 2.233 million of 
their relatives were forced to leave the northern part of 
China for the puppet state or Japan. 


The discovery of the “official yet authorized” statistics 
has aroused wide interest among historians who are 
studying the history of that war. 


"They provide very important evidence for us to expose 
and criticize the brutal crimes committed by the Japan- 
ese aggressors,” a historian noted. 


Beijing Willing To Host DPRK-ROK Summit 


HK0208065095 Hong Kong LIEN HO PAO 
in Chinese 1 Aug 95 p/ 


{Dispatch from Seoul by reporter Chen Jui-ting (7115 
4213 1250): “Beijing Is Willing To Help Bring About 
North-South Korean Summit"] 


{[FBIS Translated Text] A well-informed source from 
the top level of the South Korean Government said 
on 31 July that the Beijing Government had notified 
the South Korean Government through an unofficial 
channel of Beijing's willingness to bring about a North- 
South Korean summit in Beijing. The Beijing authorities 
plan to hold a special summit from 22 to 24 October 
to mark the SOth anniversary of the United Nations. 
The political circles in South Korea are concerned about 
proposals that may be made by North and South Korea 
prior to the talks held in the United States. 


As there are difficulties concerning direct contacts 
between North and South Korea in Seoul or Pyongyang, 
the source said that a top level State Council official told 
a South Korean official during his recent visit to China 
that Beijing is willing to bring about such a summit 
in Beijing. Reportedly, the South Korean Government 
believes that Beijing's proposal to bring about a North- 
South Korean summit is aimed at producing an impact 
on South Korean-U.S. relations. South Korea has taken 
a negative attitude for the time being because a summit 
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held in a third country will not have symbolic effect, 
and Beijing’s communications and security are not yet 
comprehensive. 


As regards Beijing’s intention to bring about a North- 
South Korean summit, the source analyzed that Beijing 
is attempting to "share" the dominant political role in the 
Korean peninsula and contain the United States, "which 
intends to play a leading role in North-South Korean 
summit." 


The source continued that Beijing still has a power- 
ful influence over North Korea. In light of Beijing’s 
principles toward North and South Korea, Beijing will 
maintain a balance between the two. Under such cir- 
cumstances, the Chinese Communists will continue to 
play the card and expand its political influence over the 
Korean peninsula. 


Sub-Saharan Africa 
Zhu Rongji Continues African Visit 


Meets With Namibian President 


OW0208000595 Beijing XINHUA in English 
1741 GMT I Aug 95 


[By Liu Yegang] 


[FBIS Transcribed Text] Windhoek, August 1 (XIN- 
HUA) — Namibian President Sam Nujoma said today 
China is the true friend of the Namibian people and the 
two countries are good friends and partners. 


Meeting with visiting Chinese Vice Premier Zhu Rongji 
at the State House here, Nujoma said during years of 
hard struggle for national independence, the Namibian 
people received firm and valuable assistance from the 
government and people of China. 


Nujoma said after independence, friendly and close 
cooperation was nurtured between the two sides. The 
current cooperation is centered on economic and trade 
sectors, he said. 


The Namibian president noted that the exchange of 
visits by senior leaders of the two countries has further 
promoted the development of relations and political ties 
between the two sides. 


He expressed the hope that Zhu’s visit will render 
a chance to further discuss future bilateral economic 
cooperation. 


During the meeting, Zhu Rongji called Nujoma an "old 
friend" of the Chinese people, saying the president has 
made "a special contribution to the development of 
Sino-Namibian friendship". 
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Zhu noted that this friendship is based on mutual 
understanding and mutual support between the two 
countries and their peoples. 


He stressed that China will continue its close coopera- 
tion and unity with Namibia and the two peoples will 
benefit from the cooperations. 


Zhu and Nujoma also exchanged views on bilateral and 
international issues. 


Zhu arrived here on July 29 for a five-day official visit 
to Namibia, the fifth leg of his seven African nation 
tour. 


The Chinese vice premier has visited Tanzania, Zim- 
babwe, Mozambique and Botswana. He will also visit 
Angola and Zambia. 


Leaders Sign Agreements 


OW0108150495 Beijing XINHUA in English 
1452 GMT I Aug 95 


[By Liu Yegang] 


[FBIS Transcribed Text] Windhoek, July 31 (XINHUA) 
— China and Namibia signed three agreements here 
today to further expand bilateral economic and technical 
cooperation. 


Namibian Minister for Trade and Industry Hidipo 
Hamutenya and Deputy Minister of Foreign Trade 
and Economic Cooperation of China, Liu Shanzai 
signed the agreements on behalf of their respective 
governments. 


The visiting Chineses Vice Premier Zhu Rongji and 
Namibian Prime Minister Hage Geingob were also 
present at the signing ceremony. 


Under the first agreement, the Chinese Government will 
provide a soft loan to Namibia to boost establishment 
of joint economic ventures of the two countries. 


According to the second agreement, the Chinese Gov- 
ernment will provide to the government of Namibia a 
batch of general goods worth two million Chinese yuan. 


The third agreement signed by the two sides is on a 
Chinese funded project, which involves the drilling of 
30 boreholes in the region of Caprivi. 


Mr. Zhu Rongji arrived here on July 29 for a five-day 
goodwill official visit to Namibia. 


The agreements were signed after Mr. Zhu and Namib- 
ian Prime Minister Hage Geingob had exchanged views 
on bilateral relations and international issues. 
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To Arrive in Zambia 2 Aug 


OW0208000695 Beijing XINHUA in English 
1850 GMT I Aug 95 


(FBIS Transcribed Text) Lusaka, August 1 
(XINHUA)— Chinese Vice Premier Zhu Rongji 
will arrive here tomorrow evening for a three-day 
Official goodwill visit to Zambia. 


Zhu is the first Chinese vice premier to visit the southern 
African country in the past decade. 


During his stay in Zambia, Zhu is expected to meet with 
Zambian President Frederick Chiluba and hold official 
talks with Vice-President Godfrey Miyanda on bilateral 
and international issues of mutual concern. 


Diplomatic sources here believe that the Chinese vice 
premier’s visit will surely help promote ties between 
China and Zambia, which established diplomatic rela- 
tions in 1964. 


Zambia is the last leg of Zhu’s seven southern African 
nation tour, which has already taken him to Tanzania, 
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Zimbabwe, Mozambique, Botswana, Namibia and An- 
gola. 


Reception Held in Mozambique on ‘Chinese Army 
Day’ 

OW0208000795 Beijing XINHUA in English 

1957 GMT I Aug 95 


(FBIS Transcribed Text] Maputo, August 1 (XINHUA) 
— Chinese Military Attache Wang Huatang gave a 
reception here today in celebration of the Chinese Army 
Day. 


Attending the reception held at the Chinese embassy 
in Maputo were Mozambican Deputy Defense Minister 
Hama Thai and other senior military leaders of the 
country. 


Diplomats from other countries were also present at 
the reception, where both host and guests toasted to 
friendship and peace in the world. 
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Political & Social 


Gansu Secretary on Li Peng 4-Day Inspection Tour 


HK0208015495 Lanzhou Gansu People’s Radio 
Network in Mandarin 2300 GMT 31 Jul 95 


[FBIS Summary] On the afternoon of 31 July, the 
provincial party committee and provincial government 
called a meeting to brief senior cadres on the current 
Situation at the provincial party committee auditorium. 
Provincial Party Committee Secretary Yan Haiwang 
gave a briefing on Premier Li Peng’s trip to Gansu, and 
Governor Zhang Wule gave a briefing on the economic 
operational conditions in the first six months of the year 
as well as work arrangements for the second half of the 
year. 


Yan Haiwang said: During his four-day inspection tour 
of Gansu, Premier Li Peng visited several counties, 
including Dingxi. Premier Li Peng heard reports of the 
provincial party committee and government, and set 
out his hope and requirements; at the same time, he 
helped resolve some difficulties in Gansu’s economic 
development. 


Governor Zhang Wule dealt at length with the condi- 
tions in industria! and agricultural production in the first 
six months of the year. With regard to agricultural pro- 
duction, Gansu has met with the most serious drought in 
the past six decades; consequently, summer grain output 
has suffered a drastic cutback. Presently, various local- 
ities are concentrating on early autumn crops to make 
up for the loss. Governor Zhang Wule also dealt with 
the issue of prices and wage payments. 


Court Dismisses Dissident’s Suit Against Police 


BK0208104195 Hong Kong AFP in English 
1026 GMT 2 Aug 95 


{[FBIS Transcribed Text] Beijing, Aug 2 (AFP) — 
Leading Chinese dissident Liu Gang said Wednesday 
that a local court had dismissed a suit he filed against 
local police, protesting a 10-day jail sentence and 
charging them with harassment. 


Following a 90-minute hearing last week, the Longshan 
District Court in Liaoyuan in the northeastern province 
of Jilin formally notified Liu of its decision Wednesday 
afternoon, the 35-year-old dissident said by telephone. 


"The court considers that the accused Public Security 
Bureau acted legally and does not support the suit 
brought by the plaintiff," Liu quoted the written decision 
as Saying. 

Liu, who completed a six-year jail term on June 18 for 


his leading role in the 1989 pro-democracy movement, 
had challenged a 10-day prison sentence imposed last 
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month by police after he failed to comply with an order 
to present himself weekly to "report thoughts." 


Liu has not yet been picked up by police to serve the 
sentence. 


The "report thoughts" requirement, which involves a 
form of self-criticism where individuals lay bare their 
ideological problems and progress, was included in a 
13-point order issued to Liu by police after his release 
in June. 


Liu’s suit had asked for the order to be declared illegal. 


The court said, however, it "upholds the decision" of 
the police to issue the order and to impose the 10-day 
administrative sentence. 


"I still have no idea when I will be made to serve the 
sentence, but the court order allows me to appeal to the 
intermediate court within 15 days, which I will do," Liu 
said. 


The dissident also said the police had continued to 
harass him and his family. 


While walking in a park Sunday, Liu and his younger 
brother Liu Yong, sister Liu Ming, his seven-year 
old niece and a cousin were attacked by plainclothes 
policeman. 


"They beat me and then my brother and sister, who had 
her arm broken and had to go to hospital," Liu said, 
adding that he had recognised several of the attackers. 


New Party Rules for Regular Rotation of Officials 


HK0208074595 Hong Kong SOUTH CHINA 
MORNING POST in English 1 Aug 95 p 1 


[By Willy Wo-lap Lam] 


[FBIS Transcribed Text] The Chinese Communist Party 
is putting together rules on the regular rotation of 
regional cadres in a bid to fight "warlords". 


The party’s Organisation Department will also formalise 
procedures for the periodic transfer of central level 
ministers to provincial positions, as well as regional 
cadres to posts in Beijing. 


Chinese sources said the measures would be announced 
at, or after, the Central Committee’s Fifth Plenum 
in early autumn. They said Party General Secretary 
Jiang Zemin’s longstanding war against regionalism had 
recently received a boost in the form of a letter to the 
Central Committee by a group of retired party elders. 


The elders said Beijing must do all it can to enhance 
central authority and ensure a smooth transition to the 
post-Deng Xiaoping era. The veterans asked Mr Jiang 
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to emulate Chairman Mao Zedong, who began the 
regular rotation of regional military commanders and 
commissars in the 1970s. 


"Jiang Zemin has reshuffled the army and civilian 
leaderships more often than Deng Xiaoping," a party 
source said. "But he lacks a legal or institutional basis 
to do it on a reguiar basis." 


The source said the regulations would spell out the 
frequency with which the rotations and transfers would 
take place. He added that Mr Jiang was targeting 
strongholds of regionalism such as Guangdong, whose 
Party Secretary Xie Fei and Governor Zhu Senlin 
have occupied their positions since 1991 and 1992 


respectively. 


Privately senior cadres such as Mr Jiang have com- 
plained about the failure of the Guangdong party com- 
mittee to toe the central line unreservedly. "In the past, 
strong regional cadres such as former Guangdong Gov- 
ernor Ye Xuanping have only agreed to leave their posi- 
tions upon the offer of a promotion to Beijing," a source 
said. "This is considered an unhealthy tendency, and it 
has aroused the jealousy and complaints of less power- 
ful regional officials such as those in the impoverished 
western provinces.” 


The source added that the new regulations would also 
make it easier for Mr Jiang to exile powerful but 
unfriendly or politically tainted ministers in Beijing to 
far-off regions. 


A few ministers and vice ministers who have been 
damaged by talk of corruption and nepotism will soon 
be transferred out of the capital. The fifth plenum will 
also look into other ways of preventing a regional leader 
from building excessively strong power bases. 


Mr Jiang and other leaders have cited the example of 
disgraced Beijing party boss Chen Xitong, who pro- 
moted dozens of his cronies and proteges to senior posi- 
tions in the municipal party committee and government. 


NPC Inspection Team Briefed on Tibet Autonomy 


OW0208013995 Lhasa Tibet Television Network 
in Mandarin 1200 GMT 10 Jul 95 


[From the "Regional News Hookup" program] 


(FBIS Translated Text] [video opens with a medium 
shot of Puqung briefing a group of people seated in 
a conference room, followed by medium and closeup 
shots of forum participants listening to Puqung’s brief- 
ing] On the afternoon of 7 July, on behalf of the regional 
people’s congress standing committee, Vice Chairman 
Puqung gave a detailed briefing to an inspection team 
from the National People’s Congress [NPC] Nationali- 
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ties Committee on enforcement of the Law on Regional 
Autonomy for Minority Nationalities in Tibet, the es- 
tablishment of a legal system for ethnic minorities, and 
the drafting of regulations governing autonomy in the 
Tibetan Autonomous Region. The team was headed by 
Wang Chaowen, member of the NPC Standing and Na- 
tionalities Committees, and Senggen Lozong Gyaincain, 
member of the Nationalities Committee. 


After giving a detailed briefing to team members on 
publicizing and enforcing the Law on Regional Auton- 
omy for Minority Nationalities in Tibet since 31 May 
1984, Puqung said: During the last 11 years, Tibet has 
made considerable progress in studying and publicizing 
the law. This has ensured the law’s enforcement in the 
region, which played a tremendous role in safeguarding 
the motherland’s unification and unity among nationali- 
ties; developing the legal system, economy, and culture 
of the minority people; and promoting social progress. 


In the briefing, Puqung said: Since implementing the 
Measures for Learning, Using, and Developing the Ti- 
betan Language in 1987, Tibet has made good progress 
in learning and using the Tibetan language. Learning 
and developing the Tibetan language has always been a 
major focus of our region’s work in enforcing the law 
on Regional Autonomy for Minority Nationalities. Dual- 
language teaching has been quite widespread among pri- 
mary and middle schools. Tibetan and Han languages, 
both spoken and written, have been used, to varying 
degrees, in different kinds of signboards, forms, en- 
velopes, postcards, lined papers, posters, house number 
plates, official documents, radio and television broad- 
casts, films, newspapers, and magazines. 


Speaking of building a nationalities legal system in the 
region, Puqung said: Safeguarding the motherland’s uni- 
fication, unity among nationalities, and social stability is 
a basic principle in implementing the law on Regional 
Autonomy for Minority Nationalities in nationalities au- 
tonomous regions. To ensure freedom and rights for the 
people in accordance with the law and prevent them 
from being encroached upon by illegal activities and 
to safeguard social stability, the regional people’s con- 
gress decided in May this year to firmly oppose the 
illegal act committed by the Dalai clique in announc- 
ing, without authorization, Panchen’s reincarnation. The 
congress called on the people throughout the region to 
recognize the reactionary nature of the Dalai clique, 
maintain a high-level of unity with the CPC Central 
Committee and State Council, take a clear and firm and 
clear-cut stand in defeating Dalai’s political scheme, and 
wage the anti-separatist struggle through to the end. 


In the briefing, Wang Chaowen carefully inquired about 
and examined relevant issues. 
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Also present at the briefing were Vice Chairmen Nam- 
gyai, Tian Fujun, Baimaduoji, Yongzhonggawa, and Cui 
Jiguo. 


State Council Sponsors New Religion Magazine 


OW0108131995 Beijing XINHUA Domestic Service 
in Chinese 0312 GMT 26 Jul 95 


[By reporter Yang Ning (2799 1337)] 


[FBIS Translated Text] Beijing, 26 Jul (XINHUA) — 
Journal ZHONGGUO ZONGJIAO [CHINESE RELI- 
GIONS 0022 0948 1350 2403), the first comprehen- 
sive publication on religions in China, was officially 
inaugurated in Beijing in June. Sponsored by the State 
Council’s Bureau of Religions Affairs, the journal is 
aimed largely at publicizing the party and government’s 
policies, laws and regulations on religion, as well as 
work related to religions; and at introducing religions 
in China, knowledge of religions and religious theory, 
Culture, and art. 


The journal has received attention and support from 
the relevant departments, especially the religious sector. 
Zhao Puchu penned the name of the journal. 


Tax Revenues Increase in Counties, Cities 


OW0208062095 Beijing XINHUA in English 
0550 GMT 2 Aug 95 


[FBIS Transcribed Text] Beijing, August 2 (XINHUA) 
— A total of 354 counties and county-level cities 
reported tax revenues of over 100 million yuan (about 
12 million US dollars) each last year, 63 more than in 
1993, the State Administration of Taxation (SAT) said 
here today. 


The number makes up 14.8 percent of all the Chinese 
counties and county-level cities, up 1.8 percentage 
points over a year ago. 


These counties and cities earned an average tax revenue 
of 2!U million yuan each last year. Their aggregate tax 
revenues in 1994 increased 19.6 percent, or 12.2 billion 
yuan, to 75.75 billion yuan, which is itself 41.2 percent 
of the total tax revenue recorded by all Chinese counties 
and county-level cities. 


Of the additional 63 counties and cities that raked in 
over 100 million yuan in taxes last year, over 60 percent 
were located in prosperous east and southeast China. 
There were few such counties or cities in the interior 
provinces, and none in the remote areas of the Inner 
Mongolia, Ningxia Hui and Tibet autonomous regions. 


Coastal Jiangsu Province had 42 counties and cities that 
earned tax revenues of over 100 million yuan last year. 
The next four provinces with the largest number of 
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such counties and cities were coastal Shandong, Zhe- 
jiang, and Guangdong provinces and the most populous 
province of Sichuan in the southwest. 


Guangdong’s Shunde City ranked first, with a tax 
revenue of 1.52 billion yuan, followed by Nanhai City, 
also in Guangdong, and Linzi City of Shandong, which 
posted tax revenues of 1.37 billion yuan and 1.13 billion 


yuan, respectively. 


Guangxi Makes Progress in Patent Protection 


OW0208011695 Beijing XINHUA in English 
0105 GMT 2 Aug 95 


[FBIS Transcribed Text] Nanning, August 2 (XINHUA) 
— South China’s Guangxi Zhuang Autonomous Region 
has shown itself to be a pace-setter in protecting patents, 
with the number of applications reaching as high as 
7,195, of which 3,432 have been issued, according to 
Statistics. 


Statistics also show that Guangxi has received the 
largest number of patent applications in the past ten 
years, among the country’s five autonomous regions. 


After a decade of strenuous efforts, Guangxi has es- 
tablished a patent management and service system with 
patent offices in Nanning, Liuzhou, Guilin and Beihai, 
and more than 140 agents specializing in the field. 


The strong patent awareness has spurred the application 
of new technology. On average, 54 percent of the 
patents in Guangxi have been put into practical use, 
Creating about one billion yuan in economic returns. 


The patents have paid off with economic and social 
returns. Statistics show that businesses in the Yulin area 
in southeast Guangxi have generated 400 million yuan 
in profit after making use of 235 patents. 


In addition, patent-protection organizations and the 
judiciary in Guangxi have handled more than 40 patent 
disputes during the same period. 


Education in Ethnic Areas Said Improving 


0W0208010595 Beijing XINHUA in English 
0049 GMT 2 Aug 95 


[FBIS Transcribed Text] Xining, August 2 (XINHUA) 
— China has over 15 million students from all 55 ethnic 
groups, the latest incomplete statistics show. 


That is the result of measures taken by the government 
to improve education in ethnic minority regions over 
the past several years, said an official in charge of 
education. 


At present, an educational system from primary schools 
to colleges for ethnic minority people has already taken 
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shape, the official said, adding that to date ethnic 
minority areas in China have more than 5,000 primary 
and middle boarding schools, accommodating a total of 
more than one million students. 


Also, 160,000 ethnic students are studying in 13 col- 
leges, which were established by the government over 
the past 45 years specially for the minority nationalities. 


A great number of clementary and middle school 
teachers of the ethnic groups have been arranged to 
attend various kinds of training courses, the official said, 
adding that there are now about 730,000 elementary or 
middle school teachers from the minority nationalities 
and the students are taught in both Chinese and their 
own languages. 


Governments at all levels have also invested a lot in 
education, he said. 


As a result, at least 230,000 students from ethnic 
groups have been enrolled by 1,500 schools in Qinghai 
Province, one of the poorest ethnic minority areas in 
China, said the official. 


A group of schools in 16 piovinces nationwide have 
provided classes for 10,000 students from Tibet and girls 
of ethnic minority herdsmen, he added. 


Crime and Punishment in PRC for 14-31 Jul 
HK0208040995 


[FBIS Editorial Report] The following is a compilation 
of reports on crime, investigations, trials, sentencings, 
and other judicial activities in the PRC monitored 
during the period 14-31 July. The source and mode of 
processing are given in parentheses at the end of each 


entry. 


As documented by the stories listed below, during 
this period PRC crime reportage focused on narcotics 
interdiction and economic crime. PROVINCIAL 


FUJIAN 


Crimes Involving Judicial, Administrative Law 
Enforcement Workers 


Since the beginning of this year, Fujian’s procuratorial 
organizations at all levels have sternly investigated and 
handled criminal cases involving judicial and adminis- 
trative law-enforcement workers, and filed 109 cases of 
perverting justice for bribes in this category, involving 
173 suspects, up by 200 percent over the same period 
this year. Of these, 12 were police substation chiefs, and 
four were presiding judges. (Summary) (Fuzhou Fujian 
People’s Radio Network in Mandarin 2300 GMT 21 Jul 
95) 
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GANSU 


Illegal Firearms Manufacturers Closed Down 


Tipped off by the masses, on 23 June Minxian County 
public security officers arrested Zhao Zhong, Xu Ga, 
and Liu Jiadai in Dongmen village for illegally man- 
ufacturing firearms. Public security seized three guns, 
three daggers, some gunpowder, and counterfeit notes, 
which were also illegally manufactured by the three, 
with a face value of 1,150 yuan. A further search re- 
vealed that Zhao Zhong, together with 20 accomplices, 
had since last year sold 600 illegally manufactured guns 
and forged notes with a face value of 22,000 in other 
areas of Gansu. The case is now under investigation. 
(Summary) (Lanzhou GANSU RIBAO in Chinese 16 
Jul 95 p 2) 


GUANGDONG 


Shenzhen Holds Sentencing Rally for Corrupt 
Cadres 


The Shenzhen Intermediate People’s Court called a rally 
on the morning of 13 July to pronounce sentences on 
10 medium-level cadres. Zhu Xinle, former director of 
the Baoan County State Land Administration Bureau, 
accepted bribes of 149,900 yuan, HK$173,000, a Shen- 
zhen Horse-Racing Club membership card worth over 
50,000 yuan, and an imported minibus. He was sen- 
tenced to 14 years in jail. Huang Yizi, former chief 
of the Baoan State Land Administration Bureau Land 
Administration Subsection, received life imprisonment 
for accepting bribes totalling 424,000 yuan. Zhu Zhao- 
hui, former chief of the Guangdong Securities Company 
Tianhe Marketing Branch, pocketed 300,000 yuan by 
means of computers and other people’s stocks and se- 
Curities codes. He was sentenced to life in prison. Xiao 
Binong, former cashier of the Longgang District Grain 
Administration Office, was sentenced to life imprison- 
ment for embezzling 250,000 yuan of public funds. The 
other six criminals were sentenced to fixed prison terms. 
(Summary) (Hong Kong WEN WEI PO in Chinese 15 
Jul 95 p A3) 


Customs Reports Success in Fighting Smuggling 


Guangdong Customs scored marked results in a smug- 
gling crackdown, cracking 2,298 smuggling cases in 
various Categories in the first six months of the year 
involving 1.97 billion yuan, up by 8 and 239.7 percent 
respectively over the same period last year. The offences 
were characterized by first, smuggling by water trans- 
portation; second, smuggling by containers — smuggled 
goods were mostly cigarettes, cars, and electric home 
appliances; and third, smuggling via fake signatures 
and certificates. In addition, 28 drug-trafficking cases 
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were cracked, with 176.8 grams of drugs seized. (Sum- 
mary) (Guangzhou Guangdong People’s Radio Network 
in Mandarin 1000 GMT 26 Jul 95) 


PSB Cracks Large Pirate Gang in Zhujiang Estuary 


On the evening of 27 July, Guangzhou’s Haiyun Pub- 
lic Security Bureau intercepted three suspected vessels, 
whose nationalities were unknown, near Zhizhou Island 
in the Zhujiang estuary. After public security officers 
found weapons and booty on the three vessels, they es- 
corted them to Guishan Island for further investigation. 
Preliminary investigation indicated that the 30 men on 
board the vessels banded together earlier this year and 
made nearly 100 raids on Chinese and foreign regis- 
tered ships. They were alleged to have stolen more than 
1 million yuan worth of goods. This is the largest pirate 
gang cracked along Guangdong’s coast in recent years. 
(Text) (Hong Kong TA KUNG PAO in Chinese 31 Jul 
95 p A2) 


GUANGXI 
Armed Police Crack Criminal Gangs 


According to incomplete statistics, since the beginning 
of this year, the Guangxi Armed Police Corps has 
smashed 16 criminal gangs, captured over 300 crim- 
inals, seized more than 270 guns and daggers, and 
stopped prisoners from escaping on more than 20 occa- 
sions. The corps has also dispatched more than 10,000 
officers and men to patrol cities. A dozen officers and 
men have been injured while struggling with criminals, 
and some 2,000 received awards for maintaining so- 
cial order. (Summary) (Nanning Guangxi People’s Ra- 
dio Network in Mandarin 1130 GMT 25 Jul 95) 


GUIZHOU 


Major Drug-Trafficking Case Solved, 7 Kilos of 
Heroin Seized 


A Guiyang City Public Security Bureau Zunyi Road 
police substation has recently cracked a major drug- 
trafficking case, seizing some 7,083 grams of heroin 
worth more than 1 million yuan. Traffickers Shang 
Taoxian, Shang Guodong, and Shang Tongchun arrived 
in Guiyang from Kunming last June, and colluded with 
several offenders in peddling 2,565 grams of heroin, 
reaping a profit of 360,000 yuan. Acting on a tip, Zunyi 
Road police substation apprehended several suspects in 
Guiyang. Later, in cooperation with the Kunming Public 
Security Bureau, they succeeded in rounding up Shang 
Guodong and his gang in Kunming on 19 July, and 
seized some 7,000 grams of heroin. This is the most 
important case cracked in the region since the beginning 
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of the year. (Summary) (Guiyang Guizhou People’s 
Radio Network in Mandarin 2300 GMT 23 Jul 95) 


HAINAN 


Policeman’s Killers Sentenced to Death 


The Haikou Intermediate People’s Court sentenced 
Zhang Xiaojun, Huang Yanhui, and Guang Baocheng to 
death for the murder of Haikou public security officer 
Wang Guangsheng. At 0600 on 27 June, Zhang Xiaojun, 
a native of Fenyi Country, Jiangxi, with a pistol in 
hand, together with Huang Yanhui, a native of Shanggao 
County, Jiangxi, and Guang Baocheng, a native of 
Xuchang City, Henan, robbed passengers on a bus. 
Wang Guangsheng, a public security officer who was on 
duty on the bus, confronted the criminals. Huang Yanhui 
struck Wang on the head with a fire extinguisher until 
he fell unconscious. Zhang Xiaojun then shot Wang. 
The three criminals then made off with Wang’s pistol 
and six bullets. Wang was pronounced dead on arrival 
at the hospital. (Summary) (Haikou HAINAN RIBAO 
in Chinese 12 Jul 95 p 1) 


‘Notorious’ Criminal Gang Brought to Trial 


A notorious 16-member criminal gang in Qiongshan 
City headed by Hong Deyan and Cai Rufu has finally 
been brought to trial. On 18 July, Hainan Provincial In- 
termediate People’s Court openly tried the case in the 
Qiongshan City People’s Court. Since 1986, this crim- 
inal gang has done all kinds of evil around Yongqing 
township of Qiongshan City. It has ridden roughshod 
over loca! people and played the tyrant. From April 1992 
to March 1995, the gang committed 48 crimes, including 
killing two persons, injuring 21, stealing three motorcy- 
cles, and embezzling and extorting more than 700,000 
yuan, and illegally buying and selling four pistols, two 
grenades, and dozens of bullets. When the campaign of 
dealing heavy blows at severe crimes started this spring, 
supported by the provincial public security department, 
public security organs in Qiongshan City concentrated 
police strength on stalking this criminal gang, and on 3 
April prime culprits Hong Deyan and Cai Rufu were ar- 
rested. Other members of the gang were also caught one 
after another. This gang has been charged with hooli- 
ganism, homicide, robbery, illegal buying and seiling 
of ammunition, blackmail, and extortion. (Summary) 
(Haikou Hainan People’s Radio Network in Mandarin 
2300 GMT 18 Jul 95) 
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HUBEI NINGXIA 
Embezzling Public Funds 


An investigation of the case of leading cadres in Dawu 
County for embezzling public funds to build luxurious 
homes for their personal use was closed, with party and 
administrative penalties meted out. The provincial com- 
mission for discipline inspection and office of supervi- 
sion issued a circular on the case to urge party com- 
mittees, governments, and leading cadres at all levels 
to resolutely implement the state’s housing policy; by 
no means should they build luxurious residential houses 
with public funds. (Summary) (Wuhan Hubei People’s 
Radio Network in Mandarin 1000 GMT 21 Jul 95) 


HUNAN 


Changsha Sentences Drug Offenders 


Changsha CPC Committee Secretary Qin Guangrong set 
fire to 4,000 grams of heroin, 16,000 grams of opium 
and caffeine, and 2,657 kg of opium poppy shells and 
food containing opium poppy ingredients in Changsha 
on 22 June. On the same day, five drug traffickers, 
including Chen Keming, were sentenced to death; drug 
offender Liu Jianxiong was given a fixed term of 
imprisonment; four other drug traffickers, including Yi 
Jianshe, were arrested; and 20 other drug addicts or 
traffickers were sent to a re-education through labor 
farm. This is the second time since 1989 that Changsha 
has prosecuted a large number of drug offenders at 
one time. (Summary) (Changsha HUNAN RIBAO in 
Chinese 23 Jun 95 p 3) 


Teleconference Held To Arrange for Crackdown on 
Vice 


On 31 July, the provincial public security department, 
cultural department, industrial and commercial admin- 
istration, and women’s federation jointly called a tele- 
conference to make arrangements for rectifying and im- 
proving social order, investigating and banning activities 
involving prostitution, whoredom, and pornography, and 
enhancing control over service trades and public places 
of entertainment. The rectifying operation will last two 
months, from early August to the end of September, 
with the focus on hotels, restaurants, beauty parlors, 
dance halls, karaoke bars, coffee shops, night clubs, and 
public bath houses with massage services, where prosti- 
tution is rampant. Offenders involved in sex crimes will 
be severely panalized according to the law. (Summary) 
(Changsha Hunan People’s Radio Network in Mandarin 
2300 GMT 31 Jul 95) 


On the afternoon of 10 July, the Ningxia Securities 
Company identified 10 forged state treasury bonds with 
a face value of 100 yuan, the first of their kind in 
the country. At about 1600 on 10 July, a customer 
named He deposted with the company state treasury 
bonds worth 17,000 yuan, on behalf of another customer 
named Wang. Among the bonds, Zhang Zhihong, a staff 
member of the company, found 10 bonds each with a 
face value of 100 yuan that were different in color from 
ordinary ones. After repeated scientific examinations, it 
was finally certified that the bonds had been forged. 
The bonds then were confiscated by the authorities 
concerned, and further investigations will be conducted. 
(Summary) (Yinchuan NINGXIA RIBAO in Chinese 16 
Jul 95 p 2) 


QINGHAI 


Xining Procuratorate Handles 51 Economic Cases 
in First Half Year 


The Xining People’s Procuratorate placed 51 economic 
cases on file in the first half of the year for investigation 
and prosecution, involving 55 persons, of which 24 
offenders were arrested, retrieving direct economic 
losses of 2.5 million yuan for the state and collectives. 
Viewed from the cases handled, the proportion of major 
cases accounted for 64.7 percent. Some 62.7 percent of 
the cases involved over 10,000 yuan each. The number 
of corruption and bribery and money trading cases 
increased. (Summary) (Xining Qinghai People’s Radio 
Network in Mandarin 2300 GMT 28 Jul 95) 


SICHUAN 


Sichuan Condemns Eight for Corruption in First 
Six Months 


In the first half of this year, Sichuan’s procuratorial 
organs at all levels placed 2,594 corruption, bribery, and 
other economic criminal cases on file for investigation, 
an increase of 11 percent over the same period last 
year. They include 965 major cases involving over 
10,000 yuan in corruption and bribes. Meanwhile, 
the provincial people’s court tried 838 corruption and 
bribery cases, including 24 major ones, sentencing eight 
people to death and 16 others to life imprisonment. 
(Summary) (Chengdu Sichuan People’s Radio Network 
in Mandarin 1000 GMT 28 Jul 95) 
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Discipline Inspection Organs Retrieve 2.66M Yuan 
in Economic Losses 


In the first half of 1995, the discipline inspection organs 
throughout Sichuan carried out 163 raids, cracked cases 
involving 12.15 million yuan, and retrieved economic 
losses of 2.66 million yuan. The discipline inspection 
organs also made 235 discipline inspection proposals, of 
which 197 were adopted. (Summary) (Chengdu Sichuan 
People’s Radio Network in Mandarin 1100 GMT 21 Jul 
95) 


YUNNAN 


Yunnan Retrieves 40 Million Yuan in Economic 
Losses First Half Year 


In the first half of this year, Yunnan’s procuratorial or- 
gans at all levels tried 1,656 corruption and economic 
crime cases and placed 941 cases on file for investiga- 
tion, an increase of 3.76 percent and 3.1 percent respec- 
tively over the same period last year. They include 606 
major cases involving over 10,000 yuan, accounting for 
64.4 percent of all cases placed on file for investigation 
and prosecution. Moreover, they also investigated and 
dealt with a number of criminal cases involving the use 
of value-added tax invoices as well as corruption cases 
in the banking sector, retrieving over 40 million yuan 
in economic losses. (Summary) (Kunming Yunnan Peo- 
ple’s Radio Network in Mandarin 1000 GMT 21 Jul 95) 


Commentator Hails Conclusion of Youth Congress 


HK0208040095 Beijing RENMIN RIBAO in Chinese 
23 Jul 95 pl 


[Commentator’s article: "Make Efforts To Become New 
Force for Promoting National Rejuvenation Through 
Science and Education — Congratulating the Successful 
Ending of the First Session of the Eighth Committee of 
the All-China Youth Federation and 22d Congress of 
the All-China Students’ Federation"] 


[FBIS Translated Text] The First Session of the Eighth 
Committee of the All-China Youth Federation [ACYF] 
and the 22d Congress of the All-China Students’ Feder- 
ation [ACSF] have closed. Convened by the ACYF and 
the ACSF, they are grand meetings which are of histor- 
ical significance »ecause they carry on the past, open 
up the future, and face the new century. We warmly 
congratulate the successful conclusion of the meetings! 


Since the First Session of the Seventh Committee 
of the ACYF and the 21st Congress of the ACSF, 
the ACYF, and ACSF have taken the initiative to 
adapt themselves to the new situation of establishing 
a socialist market economic system. Holding high the 
banners of patriotism and socialism, they have unified 
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and encouraged young people and young students of all 
ethnic groups and sectors, and have launched a series 
of activities which have rich contents and remarkable 
results. In recent years, they have also played an 
important role in carrying out cross-century youth 
civilization projects and cross-century young talent 
projects. They have made positive efforts and achieved 
gratifying results in promoting the healthy growth of the 
vast numbers. of young people and young students and in 
promoting economic development and social progress. 


The Party Central Committee attaches high importance 
to these two meetings. In his congratulatory speech on 
behalf of the party Central Committee and the State 
Council, Comrade Hu Jintao pointed out: The realization 
of the magnificent goal of socialist modernization and 
the comprehensive revitalization of the Chinese nation 
call for the devotion of cross-century young people. 
The Party Central Committee ardently expects the vast 
numbers of young people to hold firmly to their lofty 
ideals, struggle in a down-to-earth manner, strive to 
become useful people, and boldly shoulder the glorious 
missions entrusted by history, and, together with the 
people throughout the country, spare no efforts to build a 
rich, strong, democratic, and civilized socialist country. 


The Divine Land is currently ringing loud with the 
sound of invigorating the nation through science and 
education. Proceeding from the national conditions, our 
party has made this major decision to comprehensively 
promote the cause of socialism with Chinese charac- 
teristics and to realize the strategic objective in three 
steps. The road of invigorating the nation through sci- 
ence and education is the path for the Chinese nation 
to take off. Young people are the hope for successfully 
revitalizing the nation by means of sci nce and educa- 
tion. With a strong sense of responsic.iity for history, 
the vast numbers of young people and young students 
should be geared to the requirements of China’s mod- 
ernization drive in the 21st century, have a profound 
understanding of the scientific thesis that "science and 
technology are the primary productive force," improve 
their quality in a comprehensive way, march in the van 
of revitalizing the nation through science and education, 
and strive to turn themselves into the new force for pro- 
moting it. 


This makes it necessary to promote the spirit of patrio- 
tism and solidly foster the conviction of taking the so- 
Cialist road with Chinese characteristics. Chinese young 
people and young students always have the glorious tra- 
ditions of patriotism. On the journey toward the new 
century, patriotism means loving socialist China, shar- 
ing one’s fate with China, developing in line with the 
times, and offering the loyalty of young people and 
young students. 
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This makes it necessary to strive to acquire advanced 
scientific and cultural knowledge and boldly surmount 
the commanding point of science and technology. The 
vast numbers of young people should base themselves 
on their posts and take the initiative to learn new knowl- 
edge, new technology, and improve their level of sci- 
ence, technology, and culture. Young scientific and tech- 
nological workers, in particular, should be resolved to 
serve the country through science and technology, pro- 
mote the spirit of scientists of the older generation in 
building an enterprise through arduous efforts, study as- 
siduously, and strive to scale new heights in science and 
technology. While learning the basic knowledge prop- 
erly, the vast numbers of young students should closely 
keep pace with scientific and technological develop- 
ments and learn and acquire foremost sophisticated and 
advanced knowledge. Contemporary young people and 
young students should be bold in exploration, good at 
creation, foster their ability to bring forth new ideas and 
to create, and make greater contributions to the acceler- 
ation of scientific and technological progress in China. 


This makes it necessary necessary to attach importance 
to the close integration of science and technology with 
economy, fostering their ability to transform science and 
technology into actual productive forces. The vast num- 
bers of young people should actively apply the knowl- 
edge they have learned to production practice. Through 
the development and promotion of science and technol- 
ogy and transformation of achievements, young scien- 
tific and technological personnel should strive to be- 
come modern scientists and technical personnel who 
acquire science and technology and are proficient in 
economics, and to promote commercialization of scien- 
tific and technological advances and their application in 
production. Young students should foster the conscious- 
ness of facing economic construction which is the main 
battlefield, and actively train their ability to transform 
science and technology into actual productive forces in 
various scientific and technological activities. 


This makes it necessary to conscientiously take the road 
of development of integrating with workers and peasants 
and with practice. This is also a fundamental channel 
for young intellectuals to grow healthily. The great 
practice of invigorating the nation through science and 
education is in full swing in China. The vast numbers 
of young people and young students should actively 
participate in practice, go deep among workers and 
peasants, understand the actual needs of reform and 
the modernization drive for science and technology, 
conscientiously take the test of practice, constantly 
update their knowledge 2:1 ability in line with practice, 
enrich and improve themselves through practice, and 
boldly take part in creatior through practice and make 
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real contributions to economic construction and social 
development. 


This makes it necessary to make great efforts to im- 
prove moral character, update ideas and concepts, and 
mold a mental world which suits scientific and techno- 
logical progress and social development. Young people, 
who are least conservative but full of vitality, should 
maintain and promote the spirit and quality of actively 
forging ahead, boldly competing, seeking truth, being 
firm and indomitable, being pragmatic and realistic, be- 
ing democratic and open, working in coordination and 
unity, and selfless dedication, and march in the van of 
the construction of socialist spiritual civilization. They 
should particularly carry forward the traditional virtues 
of the Chinese nation, derive nourishment from human 
civilization, and reserve sustained mental strength for 
promoting national rejuvenation through science and ed- 
ucation. 


Young people are the future of the motherland. The 
Party Central Committee has always attached great im- 
portance to and showed concern for the growth of the 
younger generation; it takes training a large contingent 
of cross-century young scientists and technicians as an 
important aspect in carrying out the strategy of invig- 
Orating the nation through science and education. As 
an assistant to the party, the Communist Youth League 
has provided practical lessons for the vast numbers of 
young people and young students to become useful peo- 
ple by carrying out the "cross-century youth civilization 
project” and the “cross-century young talents project.” 
From the high strategic plane of invigorating the nation 
through science and education, party committees, gov- 
ernments, and Communist Youth League organizations 
at all levels and all social strata should show great con- 
cern for the growth of young people and young students 
and actively support ACYF and ACSF organizations to 
Carry out their work independently. ACYF and ACSF 
organizations should pay close attention to the needs 
of economic construction and social development and 
do service work properly, allowing the vast numbers of 
young people and young studerts to become useful peo- 
ple. 


With the country turning out talented people from 
generation to generation, all sectors have prospered for 
several hundred years. As the new century is drawing 
Closer, the vast numbers of young people and young 
students should further enhance the sense of mission, 
responsibility, and urgency and, under the guidance of 
Comrade Deng Xiaoping’s theory of building socialism 
with Chinese characteristics, closely rally around the 
Party Central Committee with Comrade Jiang Zemin as 
the core, achieve new results, elevate to a new stage, 
and strive to turn themselves into the new force for 
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promoting national rejuvenation through science and 
education. 


Scholars Mark 100th Anniversary of Engels’ Death 
OW0208095295 Beijing XINHUA in English 
0932 GMT 2 Aug 95 


[FBIS Transcribed Tcxt] Beijing, August 2 (XINHUA) 
— Nearly 100 Chinese scholars and experts from social 
science circles hold a symposium here today to mark 
the 100th anniversary of the passing away of Friedrich 
Engels, one of the two founders of Marxism, which falls 
August 8. 


“We commemorate Engels and the outstanding achieve- 
ments he made in his lifetime to further strengthen our 
Marxist stance, better inherit and develop Marxism, and 
push forward our reform and opening up to the outside 
world in China’s modernization drive," said Jiang Liu, 
president of the China Scientific Socialism Society. 

By learning from Engels’ theories, researchers should 
gain a more solid belief in the ideals of socialism, 
and stick to the research styles of Marx and Engels by 
combiring theory with reality he said, adding that they 
should integrate Marxist theories with Deng Xiaoping’s 
theury of building socialism with Chinese characteris- 
tics. 

He urged his colleagues to put more effort into studying 
new things and problems, so as to advance the socialist 
cause in both theory and practice. 


Jiang claimed that the commemoration activities for En- 
gels in Chinese academic circles are different from those 
held by some Western scholars and social democratic 
parties, who treat him only as a historical figure. 


“Our commemoration has a more practical meaning, and 
we take Engels’ theories as guidelines,” Jiang stressed. 


Also addressing the symposium were other experts 
from the society, as well as from the China Historical 
Realism Society, China History of the International 
Communist Movement Society, China Engels Institute, 
the CPC Central Party School, China Academy of Social 
Sciences, the Central Editing and Translation Bureau, 
and institutions of higher learning. 
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{[FBIS Translated Text] Article by Liu Huaging: "The 
CPC and the Anti-Japanese Army and People Led by 
it Were the Mainstay of the Whole Nation’s War of 
Resistance" 
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Article by Gu Jinping: “Carry Forward and Study the 
Great Philosophical Heritage of Engels — Commemo- 
rating the Centenary of Engels’ Death" 


Article by Yu Youjun: "The Third Leap of Socialist 
Theory — The Position and Contribution of Deng 
Xiaoping’s Theory on Building Socialism With Chinese 
Characteristics” 


Article by Ji Xuanwen: “On the Spirit of Kong Fansen" 


Article by LIAOQWANG comuecntator: "Learning Some 
Eth j c 5” 


Article by Zong Han: “Correctly Analyze and Handle 
Contradictions of State-Owned Medium and Large En- 
terprises” 

Article by Chen Xianda: “On Mass Character and 
Practice of Marxist Philosophy — Concurrently Talking 
About Capricious Changes in Philosophy" 


Article by the Logistics Department Under the People’s 
Armed Police Force Headquarters: "Quality Is the Life 
of State-Owned Enterprises — Investigations of Factory 
5303 Under the People’s Armed Police Force" 


Article by Zhang Rong and Wang Zhongwen: “Party 
Organizations Here Are Full of Vigor — Investigation 
of Honghuagou Gold Mine in Chifeng" 


Article by Liu Runwei: "Seeing Sturdy Pines in the 
Dusk of the Evening — Reading Medium-Length Novel 
‘A Season Without Flowers’" 


*Intellectuals View Morality of Market Economy 


95CM0321A Beijing ZHONGGUO QINGNIAN 
[CHINESE YOUTH] in Chinese | May 95 
No 5, pp 18-20 


{Report by Duan Yue (3008 6460) and Peng Jianmei 
(1756 1696 2734) on interviews with intellectual fig- 
ures on the cultural establishment issues of a market 
economy: "Chinese Would Not Like To See the Cen- 
tury End on a Whimper"] 


(FBIS Translated Text] Might the ills of the transition 
period curc *emselves? What sort of effort must we 
make? Chinvse intellectuals are solemnnly exploring 
these issues. 


Mr. Li Shenzhi [2621 1957 0037] says that: "The 
true symbol of the success of Chinese modernization 
is neither the material wealth it creates nor our GNP 
growth, but rather the spiritual state of Chinese life." 


The globalization trend of the market economy can 
almost be said to be a fait accompli, an irreversible 
process. I said in my article "Globalization and Chinese 
Culture” that: "As to the positive aspect of a market 
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economy, its great role is to free up individual initiative 
and creativity, thus sharply speeding up the proliferation 
of wealth; but as to its negative aspect, it precisely 
exploits the human race’s primitive egoistic mindset, 
the human greed for material ease and comfort that 
seems so eternally insatiable.” That is exactly why 
today’s global moral crisis ‘s certainly related to the 
globalization of the market economy. While the many 
Capitalist countries in today’s world experienced a 
collapse of manners during the period of primitive 
Capitalist accumulation, the problem is that that collapse 
has grown today to a global scale, with its unhealthy 
practices inciting each other, so that the problem has 
become severe. But in addition to the human race having 
a primitive egoistic mindset, we also have reason. And 
as the human race could not tolerate such a lifestyle, it 
was inevitable that we would develop laws and ethical 
norms that would enable us to live more meaningfully. 


When asked if Chinese culture can fully develop on 
market economy terms, I would respond that while tra- 
ditional Chinese culture did not evolve on market econ- 
omy terms, it will certainly adapt to market economy 
growth to make new achievements. While Chinese cul- 
ture will make its greatest contribution to the coming 
global culture in the area of ethics, it will do so not 
by being dependent on didactics, but rather by relying 
primarily on the achievements of 1.2 billion Chinese 
on 9.6 million sq km of land. I would like to clar- 
ify here that traditional Chinese culture was certainly 
not a completely good thing, with today’s customs such 
as tomb renovations, sumptuous weddings and funerals, 
praying to and worshipping Buddha, and the practice of 
geomancy certainly having come from traditional Chi- 
nese culture, but being unsuited to our modernization 
needs and not conforming to global norms. So we can- 
not sweepingly suggest that we ought to carry forward 
traditional Chinese culture wholesale. 


As the globalization of the market economy is an un- 
stoppable process, the central issue in the development 
of Chinese culture is the need to establish norms of be- 
havior for a market economy. Unless this is definitely 
done, Chinese culture will degenerate, with China's 
market economy leading to depravity, achieving not fair 
competition, but rather a syndicate-gang economy. We 
who believe in China’s cultural traditions also believe 
that Chinese culture will play a cleansing role. 


Modernization requires that we encourage human free- 
dom while conscientiously assuming our social respon- 
sibilities. As this great mission facing the whole human 
race is far from having been accomplished, we need to 
undertake it boldly. 
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Mr. Fan Gang [2868 4854] says that: In a certain 


sense, a market economy is a dog-eat-dog struggle. 
So the most fundamental matter is to fix the system. 
The system can penalize evil while telling us that 
cooperation is better. 


In most recent years, many have been complaining that 
our market economy development has brought about a 
moral decline. But in fact, if we recognize that humans 
are not saints, that there will always be some who will 
exploit all possible opportunities and system loopholes 
and use all possible means to seek personal gain, then 
we ought to acknowledge that in our system reform 
process, a certain greater degree of profiteering and 
fraud is quite natural, normal, and even desirable. 


There is no need to concern ourselves with how honesty 
and trustworthiness evolved in ancient times as modern 
economic matters such as reputation, honesty, and 
“ensured quality and quantity” are not believed in only 
because they are good, but rather because they are 
useful and advantageous. The essential logic is simply 
as follows: You want to cheat me but I want to cheat 
you too. When you try to cheat me, I will do everything 
possible to stop you, and when I try to cheat you, I 
will have to figure out how to keep you from stopping 
me from doing so. As the stakes keep rising, with blow 
and counterblow, such cheating finally reaches the point 
where all become increasing more aware of it on the 
one hand, while getting so tired of it on the other that 
they eventually discover that no one is a fool and that 
cheating may be inherent, but no one can really be 
cheated. By this time all have wasted so much effort 
trying to cheat each other that they have discovered that 
not doing so saves effort, being more worthwhile and 
economical (economizing on transaction costs), all then 
cease such efforts, drawing up certain common rules 
and regulations to prevent cheating and to contribute to 
good cooperation, leaving the human race more honest 
and the emphasis on morality. 


So the problem is not. a “moral decline,” but rather 
how to rebuild our “anti-fraud system" on the new 
terms. Without an effective system to prevent villainy, 
villains will prosper to the point where eventually no 
one is a gentleman. So the essential cause of the moral 
decline is not insufficient “indoctrination,” but rather the 
ineffective system. 


I hold an optimistic view on the increase in fraud essen- 
tially because I still believe that new anti-fraud rules and 
systems and a new business ethic will certainly emerge 
from the general state of fraud. While certain ready- 
made overseas rules can be drawn on for reference, 
fraud with distinct Chinese characteristics is invariably 
a matter that we will have to deal with ourselves. So the 
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new system will depend on our gradually forming, mas- 
tering, and applying it in the struggle against all sorts 
of fraud. 


Theoretically, human nature is roughly the same, with 
the distinction being who will reconcile matters through 
culture and who will do so through institutions. Matters 
that can be reconciled in one country through culture 
are likely to have to be reconciled in another through 
institutions. This is where the so-called distinct Chinese 
or foreign characteristics arise. 

As to China, I favor reconciliation through institutions. 
Just as only a steadily improving economic system 
can promote economic development. the corresponding 
distinctive culture and morality wili certainly evolve. 
But good morality can also save on system operating 
costs. 


Mr. Dan Shaojie (0830 1421 2638] says that: The 
dog-eat-dog struggle will not automatically produce 
a social contract. Our market economy development 
process will also need to be equipped with certain 
terms which will require our efforts to create. 


Modern enlightenment scholars when demonstrating 
why the social contract evolved have set forth the 
following line of thinking: In a “natural state” with 
no rules of social behavior, since everyone could harm 
others at will, while being subject to arbitrary harm from 
others, everyone was both free and not free. So to avoid 
such a situation, they sat down, giving up all or some 
of their rights, to draw up a contract with binding force 
on all. 


Today, we can also draw on that line of thinking 
when discussing the problem of fraud in China’s market 
economy process. But that line of thinking is after all 
only a hypothesis, an experiment in thinking, as in fact, 
there is a crucial prerequisite for why cheaters have 
concluded such a binding contract: All can cheat each 
other, in that every swindler can not only cheat but also 
can be cheated, or conversely, can not only be cheated 
but also can cheat. But that prerequisite is premised on 
yet another: All must have roughly the same grounds for 
committing fraud, mainly in the following three areas. 


1. The ability to cheat. This is the subjective grounds for 
fraud, in that all have roughly the same mental capability 
to commit fraud. 


Otherwise, an order of mutual fraud could not evolve 
between a smart swindler and an average one. The 
former could very easily lure the latter into his trap, 
while it would be very hard for the latter to trick 
the former. So these two also could not conclude a 
contract in which they would both forsake fraud. The 
former would not bother to make a contract with the 
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latter, holding iiat he would not have to give up 
such fraudulent behavior that was only advantageous 
to himself. While the latter would have no faith in such 
a contract, not believing that the one who had swindled 
him so often would suddenly stop doing so. 


That brings up the related question: How are we to make 
everyone equal as to the ability to cheat? 


The general response to which is the so-called “open 
democratic resourcefulness.” 


Theoretically, that means encouraging academic con- 
tention and opening up freedom of the press, so that the 
public can enjoy public information sources together. 
Historically, its general implication is the crucial 
achievements won by the modern western enlighten- 
ment, while its immediate implication is the things 
sought by modern China’s new culture movement 
(around the time of the May 4th movement in 1919) 
under the banners of "Mr. Democracy” and “Mr. 
2. The opportunity to cheat. This is the objective 
grounds for fraud, in that all have roughly the same 
social resources to commit fraud. 


Otherwise, an orGer of mutual fraud could not form 
between a swindler with the ability to cheat millions 
easily and one who could cheat only hundreds with 
difficulty. The former would be like a whaler in a 
great oceangoing ship, while the latter would be like 
a shrimper in a tiny sampan. 

So these two also could not form a contract to mutually 
give up fraud. The former would hold that such a 
contract would require him to give up far more than 
the latter, while the latter would have no faith in such 
a contract that gave the gold to the other while leaving 
him with the dregs. 


But it often occurs that a quite ordinary swindler with a 
certain crucial position of power or backed by illustrious 
family influence is able to cheat successfully every time, 
with great gain for little effort. But on the other hand, 
a very smart swindler with no power or backing often 
has to put out many times the effort of the former to 
succeed. 


And that also brings up the related question: How are we 
to make everyone equal as to the opportunity to cheat? 


This involves the system problem of our government 
administration, or the issue of the reform of our national 
political system set forth since the Third Plenary Session 
of the 11th CPC Central Committee. 


We need to exercise effective restraint and oversight 
on government organs and government officials at 
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all levels. We need to rigorously ensure that the 
departments or officials that direct market operations per 
se Cannot participate in those same market operations, 
such as that the departments and officials that draw 
up treasury bond policy cannot speculate in national 
treasury bonds. The advantage of that is that it would not 
allow the referee to take part in the contest, forbidding 
him to take part in the rivalry in the dual capacity of both 
umpire and player. Referees taking a direct part in the 
contest is competition without equality of opportunity, 
as well as one of the most glaring manifestations of the 
current official corruption. 


3. The right to cheat. This is the legal grounds for fraud, 
in that all are subject in the mutual fraud process to 
roughly the same legal penalties and protections. 


Otherwise, an order of mutual fraud could not form 
between a swindler with overall legal protection and 
one subjected to all-out penalties, nor could a contract 
be reached for the mutual abandonment of fraud. 


For instance, a swindler with a particular social back- 
ground, when cheated by another swindler, could draw 
on the law to penalize his opponent and get back what 
he had lost while, after cheating another swindler him- 
self, not being subject to legal prosecution, he could 
escape unscathed. So as far as he is concerned, neither 
cheating or being cheated brings much harm, leaving 
him with no need to stop. 


And that also brings up the related question: How are 
we to make everyone equal as to the right to cheat? 


The answer to that is quite simple, or more accurately 
quite easy to say but very hard to implement as it will 
require reinforced legal institutions, particularly stronger 
constitutional government. 


Mr. Wang Meng [3769 5536] says that: As the great- 
est morality for the common citizen is to observe 
law and discipline, selfless devotion needs to be even 
more emphasized for national public officeholders 
and officials. But the current conflict is that there 
are few calls for observing the law, but much em- 
phasis on morality. Such an emphasis can have only 
two results: It will either create hypocrisy or place 
sharp stress on cracking down on others. 


While the moral order among today’s Chinese may seem 
superficially very bad, it actually is certainly not so 
chaotic. We Chinese have three moral reference param- 
eters: 1) Traditional Confucian morality, whose crux is 
the five cardinal relationships — between ruler and sub- 
ject, father and son, husband and wife, between brothers, 
and between friends. While the five cardinal relation- 
ships have been strongly attacked for their feudal men- 
tality in recent times, their emphasis on order and stabil- 
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ity is Certainly not contradictory with a market economy. 
2) Traditional revolutionary morality. This is in fact a 
sort of military communism, an extraordinary state of 
morality evidenced by ideas such as “matters of state 
are major no matter how insignificant, while individual! 
affairs are minor no matter how crucial.” While such ex- 
traordinary things will certainly be supplanted by things 
more ordinary, some of them are in the category of or- 
dinary morality, such as “self-reliance,” “arduous strug- 
gle,” and “maintaining ties with the masses,” which will 
be always needed. 3) Morality evolved through Western 
civilization, such as individual freedom, self-design, and 
hedonistn. As Western morality is also glamorous, we 
must not emphasize sacrifice alone to our youth. While 
we human beings have the right to pay attention to our 
Own interests and well-being, the crux is that it be ap- 
propriate. Once when I had gone to drink a morning 
cup of tea and had just sat down, five or six well-heeled 
fellows came over who immediately placed a circle of 
cellular phones on the table. Before my tea had even ar- 
rived, those cellular phones were clamorously ringing. 
Now just what wes that all about? Rather than a show 
of wealth, it was a show of savagery and ignorance. In 
fact, Westerners also oppose treating humans as com- 
sumer animals, emphasizing cultural sentiments more 
than we might imagine. Western AAA-quality is fine. 
It at least avoids the abnormal mindset of “unaffected 
words but psychological haggling,” as no one wishes to 
be forever paying to either entertain or be entertained. 
A market economy per se certainly cannot have direct 
moral consequences. While our market economy has 
changed certain moral concepts, such as changing from 
being content to be poor to paying attention to one’s 
own interests, and from excessive declining out of 
modesty to learning to compete, that certainly does not 
mean that good ethics will naturally evolve. 


Market economy rules and ethics each have their 
respective scope of application. For instance, in the 
market relations between salesclerks and customers, the 
bargaining and haggling that occurs is not a matter of 
moral jurisdiction, but rather a requirement of market 
rules. Taking another case such as rescuing someone 
who has fallen through the ice in winter, it would be 
quite inappropriate to judge that by market economy 
Tules, aS it is not just a matter of possibility, but 
rather one of conscience, an “absolute must,” or an 
innate overall judgement, and therefore obvious with 
no need to demonstrate. At this point, unless we clearly 
distinguish market relations from moral ones, we could 
confuse them, even to the point of going to extremes — 
either substituting market profit relations for all human 
relations to make “money all-powerful,” or substituting 
moral relations for market economy relations to make 
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"morality all-powerful." Morality works partly to adapt, 
Standardize, and drive a market economy, but also 
partly to supplement, rectify, and even restrict a market 
economy. 


Science & Technology 
National Science Fund Develops Young Talent 


OW0208081395 Beijing XINHUA in English 
0704 GMT 2 Aug 95 


(FBIS Transcribed Text] Chengdu, August 2 (XINHUA) 
— In its eight years of operation China National 
Natural Science Foundation (NNSF) has made great 
contributions to supporting young science talents in 
China who will be the mainstream of the scientific force 
in the next century. 


According to Xu Jinfang, deputy director of the General 
Planning Bureau of NNSF, the foundation has various 
channels for backing young scientists, including funding 
for talents studying overseas. 


The number of young scientists receiving support from 
NNSF climbed from only 1.3 percent in 1986 to 27 
percent in 1994, 


So far, 7,800 scholars under the age of 45 have obtained 
financial aid from NNSF for research, Xu said. 


The actual amount available for such purposes increased 
to 36.52 million yuan last year, from 3.4 million yuan in 
1987, and in 1994 the foundation appropriated a record 
high of well over 50 million yuan to support young 
scientists in special subject research. 


Statistics show that every year there are more than 5,000 
master’s, doctor’s and post-doctoral scientists doing 
research works financed by the foundation. 


In 1994 the foundation created a special fund for 
Outstanding young scientists, and 49 young scholars 
won funding that year. Of them, 36 worked for the 
motherland after studying overseas. 


Liaoning Secretary on Science, Technology 


SKO208080195 Shenyang LIAONING RIBAO 
in Chinese I Jul 95 pp 1,2 


[Article by reporter Ye Donghui (0673 2639 6540): 
"Secretary Gu Jinchi Speaks at the Liaoning Provincial 
Conference on Science and Technology") 


{[FBIS Translated Text] The three-day provincial con- 
ference on science and technology ended in Shenyang 
on 30 June. This conference relayed the guidelines of 
the national conference on science and technology, dis- 
cussed the "provincial party committee and govern- 
ment’s opinions on implementing the ‘CPC Central 
Committee and the State Council’s decision on acceler- 
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ating the pace of scientific and technological progress,’" 
commended characteristic and advanced examples on 
the scientific and technological front, and exchanged 
their experiences in promoting scientific and technolog- 
ical progress. The comrades participating in the confer- 
ence expressed many valuable opinions on implement- 
ing the guidelines of the national conference on science 
and technology and on carrying out the strategy of re- 
juvenating Liaoning with science and education. The 
conference defined the province’s scientific and techno- 
logical work tasks, targets, strategies, and policies for 
the foreseeable future. 


The conference relayed the guidelines of the important 
speeches made by General Secretary Jiang Zemin and 
Vice Premier Wu Bangguo during their inspections 
in Our province, implemented the guidelines of the 
national conference on science and technology, had 
great motivation for achieving the second pioneering 
work, and gave the people the confidence to tide over 
difficulties and rejuvenate Liaoning’s economy. 


The closing ceremony was chaired by Wang Huaiyuan, 
deputy secretary of the provincial party committee. 
Present at the closing ceremony were Gu Jinchi, Wang 
Huaiyuan, Shang Wen, Zhang Guoguang, Xu Wencai, 
Yu Junbo, Xiao Zuofu, Xu Tingsheng, Guo Tingbiao, 
Zhang Rongming, Liu Ketian, and Lin Sheng, leading 
comrades of the provincial party committee, the provin- 
cial people’s congress, the provincial government, and 
the provincial committee of the Chinese People’s Po- 
litical Consultative Conference; secretaries of the city 
party committees; city mayors; vice mayors in charge of 
the scientific and technological work; principal respon- 
sible comrades of the departments and committees un- 
der the provincial party committee, various departments 
of the provincial government, and the units directly un- 
der the province; responsible comrades of some large 
and medium-sized enterprises, Civilian-run scientific and 
technological enterprises, universities and colleges, and 
scientific research institutes; and academicians of the 
Chinese Academy of Sciences and the Chinese Acad- 
emy of Engineering. Gu Jinchi, secretary of the provin- 
Cial party committee, made an important speech. 


Gu Jinchi urged the province to further implement the 
thinking that "science and technology are primary pro- 
ductive forces" and persist in the development strategy 
of rejuvenating Liaoning with science and education. At 
the national conference on science and technology con- 
vened 17 years ago, Comrade Deng Xiaoping asserted 
that science and technology are productive forces in a 
thesis encompassing the quintessence of his thinking on 
science and technology, which is an important compo- 
nent of the theory on building socialism with Chinese 
characteristics and creatively develops the Marxist the- 
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ory on science and technology and the Marxist theory 
on productive forces. 


Gu Jinchi said: Through long-term practice, the cadres 
and the masses in our province have continued to deepen 
their understanding with each passing day about the po- 
Sition that scientific and technological progress occu- 
pies in Liaoning’s social and economic development. 
Now, we are at the turn of this century and face a key 
period during which our province should comprehen- 
sively promote the economic and social development 
under the new international and domestic situations. To 
welcome the grim challenge for the new century, we 
should emphatically attend to the three major strategies 
in the foreseeable future: The first is the structural op- 
timization strategy, the second is the strategy of reju- 
venating Liaoning with science and education, and the 
third is the strategy of promoting the development of the 
entire economy through the development of the export- 
oriented economy. To rejuvenate Liaoning with science 
and education, we should put science and technology 
and education in an important position in economic and 
social development and should rely on scientific and 
technological progress to rejuvenate Liaoning’s econ- 
omy. 


Gu Jinchi pointed out: It is urgent and necessary for 
Liaoning to rely more on scientific and technological 
progress than anything else to rejuvenate Liaoning’s 
economy. Liaoning is an old industrial base which was 
emphatically built up by the state after the founding 
of the PRC. It has formed a system embracing a com- 
plete array and an appropriately large scale of indus- 
tries, which plays a key role in socialist construction. 
Affected by many reasons, however, we are confronted 
with many new situations and problems under the mar- 
ket economic system, such as the low standing of prod- 
ucts and low-level product mix. Only a small number 
of our advantageous products have occupied the inter- 
national market, and only one-third of our products are 
competitive in the domestic market. The output value of 
raw materials and primary products accounts for more 
than 70 percent of the product mix. The province lacks 
a group of new pillar industries and key enterprises that 
have attained economies of scale, are strongly competi- 
tive in the domestic and international markets, and will 
lead the growth of the rest of the industry. Technology- 
intensive enterprises account for less than 15 percent 
of the province’s total enterprises, and new high-tech 
enterprises account for only 8 percent. Now, the rate 
of contributions by technological progress in developed 
countries surpasses 60 percent, but that of our province 
is only 32 percent. According to general international 
standards, our province is still in the first stage of in- 
dustrialization. That is to say, industries of our province 
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still fail to rid themselves of an internal structure based 
on the development of natural resources and the primary 
processing of raw materials, and fails to appropriately 
transform its industrial structure into a high-processing 
and technology-intensive industry. Thus, our province’s 
competitiveness and economic results are reduced. A 
considerably large number of key enterprises are seri- 
Ously getting older, and only 30 percent of the state- 
owned large and medium-sized enterprises’ technolo- 
gies and equipment have attained the levels of the 1980s. 
So, we put forward the "two-high and one-intensive" 
thinking. That is, use new high-technology to transform 
traditional industries to bring old advantages into play; 
develop new high-tech industries to create new advan- 
tages; promote the precision and intensive processing of 
natural resources and raw materials as well as the devel- 
opment of the assembly industry to accelerate the old 
industrial base’s transformation and structural readjust- 
ment; develop productive forces with science and tech- 
nology; seek efficiency from science and technology; 
and pioneer a new way for taking science and technol- 
Ogy as a guide and the export-oriented economy as a 
motivation, developing science and technology and ad- 
vocating intensive management. 


Regarding how to implement the strategy of rejuvenat- 
ing Liaoning with science and education, Gu Jinchi said 
that first of all we should properly solve the problems 
concerning "the two directions that science and educa- 
tion should serve." With abundant scientific and techno- 
logical forces, our province can be rated among the first 
grade in the whole country. Our province has more than 
60 institutions of higher learning, more than 4,000 scien- 
tific research and development organizations, and 1.65 
million science professionals and technicians. More than 
4,000 scientific research findings pass appraisal tests 
every year, of which one fourth occupy the domestic 
leading levels or attain the international levels. In par- 
ticular, our province has a large number of state-level 
institutes and a galaxy of talents, which are not only the 
key carrier for the primary productive forces and the 
radiant of new high-tech, but also the key warehouses 
for skilled persons and intelligence to rejuvenate Liaon- 
ing’s economy. With a fairly good industrial foundation, 
concentrated large and medium-sized cities, and highly 
accumulated industries, our province has favorable con- 
ditions for opening itself to the outside world and the 
economic departments in our province have high capa- 
bility and better foundations in assimilating advanced 
sciences and technologies and new high-tech. Particu- 
larly, our province has extremely urgent needs for sci- 
ence and technologies since it is now in the period of 
transforming the old industrial base on a large scale 
and is upgrading the industries, updating the products, 
renewing and transforming the equipment, and readjust- 
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ing the product mix. We will implement, to the letter, 
the strategy of rejuvenating Liaoning with science and 
education, so long as we match the scientific and tech- 
nological departments’ abundant scientific and techno- 
logical strength with the economic departments’ strong 
need for science and technology. 


To combine science and technology with the economy, 
we must promote deepened reforms of the scientific 
and technological system. At present, the ideology for 
guiding the province’s scientific and technological work 
must be close to the economic development priorities, 
the difficulties in economic development, and the hot 
issues on economic development. So, we should ur- 
gently do something to meet the urgent demands for 
economic development and further push the scientific 
and technological work to the main battlefield of eco- 
nomic construction. According to the principle of "hold- 
ing fast to one end and leaving the whole field open," 
we should stabilize some of the key scientific research 
Organizations and their personnel, decontrol the rest, and 
have them work for the economy and enter enterprises 
through various forms and various channels. According 
to the market demands, we should conduct research, 
make developments, offer technological services, un- 
dertake technological contracts, and commercialize and 
industrialize scientific and technological findings. We 
should work out a system for solving the problems 
caused by a duplicate setup of scientific research organi- 
zations, scattered scientific research forces, and separa- 
tion of science and technology from the economy. And 
we should strive to set up the by the end of this century 
the preliminaries for a new scientific and technological 
system suitable to the socialist market economic system 
and suitable to the law governing science and technol- 


ogy. 


To combine science and technology with the economy, 
we must deepen the reform of the enterprise operational 
system. Enterprises are the main bodies to accept sci- 
entific and technological findings. Our province’s state- 
owned large and medium-sized enterprises account for 
a large proportion. Deeply affected by the centralized 
planned economic system over a long period of time, 
our province does not have sufficient motivation for de- 
veloping new products with new technologies. Some 
scientific and technological findings of our province’s 
research units with prospects for development in mar- 
kets, were unmarketable in our province, but were pur- 
chased by enterprises of the south at double the price. 
These enterprises used our findings to develop large in- 
dustries. There are many examples of such cases. So, 
we must ceaselessly deepen enterprise reform and make 
enterprise progress play a key role in creating new tech- 
nologies and making technological input. It is necessary 
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to set up a mechanism for creating new technologies 
and to improve and develop organizations for develop- 
ment of technologies for enterprises. Enterprises should 
be encouraged to extensively adopt advanced technolo- 
gies and modernized managerial means to ceaselessly 
develop new products and new technologies to meet 
the market demands and to extensively launch the cam- 
paign of mass technological renovation and reasonable 
suggestions. 


To combine science and technology with the economy, 
we must further develop technological markets. Accord- 
ing to the principle of "decontrol, rejuvenation, sup- 
port, and guidance," we should bring into full play the 
functions of the intermediate organizations for exchange 
of technologies, skilled persons, and information be- 
tween urban and rural areas and should cultivate and 
expand the high-quality technical manager contingent. 
It is necessary to strengthen the construction of techno- 
logical exchange centers; realize reasonable distribution 
of the technological information delivery networks; fur- 
ther promote the combination of science and technol- 
ogy with finance; encourage enterprises, scientific and 
technological departments, and financial departments to 
jointly set up a fund for developing and setting up tech- 
nological markets; and to set up, as quickly as possible, 
a system for financially supporting the development and 
exchange of technologies. Particularly, we should accel- 
erate the unified development of technological markets 
according to the international demands and the demands 
for opening up so as to make our province’s market sys- 
tem draw close to the international standards and link 
up with the international technological markets. 


To combine science and technology with the economy, 
we must grasp typical examples and showcases’ ex- 
perimental and guiding functions. Our new high-tech 
industrial garden zones are the showcases for combin- 
ing science and technology with the economy. Now, 
our province has three state-level new high-tech gar- 
den zones respectively in Shenyang, Dalian, and Anshan 
as well as three provincial-level new high-tech garden 
zones. Simultaneously, a large number of large-scale, 
high-tech enterprises with prominent economic results 
are growing up here. These enterprises become new 
economic growth points with the highest scientific and 
technological weights and the strongest development vi- 
tality. We must grasp these showcases to play an exem- 
plary and guiding role throughout the whole province. 
We should do a good job in commercializing new high- 
technology, focusing on large torch projects. Oriented 
by the. market, we should attract large foreign compa- 
nies and large financial groups to run new high-tech 
enterprises and to establish scientific and technologi- 
cal towns in our province. By taking talented persons 
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as the foundation, we should cultivate talented persons 
for the development and management of high science 
and technology as well as establish high scientific and 
technologically-talented contingents on our own. Guar- 
anteed by the legal system, we should establish and per- 
fect policies, rules and regulations, and service systems 
to comprehensively accelerate the construction and de- 
velopment of garden zones. We should popularize the 
experiences gained by the garden zones so as to promote 
the establishment of the new high-tech industrial devel- 
opment belts along both sides of the Shenyang-Dalian 
Expressway. 


To combine science and technology with the economy, 
both the scientific research and production departments 
must base themselves on market demands and take the 
improvement of product competitiveness as their targets. 
We should enhance the thinking of practical results in 
manufacturing and popularizing scientific and techno- 
logical findings, importing new technologies and devel- 
oping new products. We should get rid of closed-minded 
and conservative ideas and make efforts to "quickly" do 
something "new." In adopting technologies, we should 
persist in something "new." Only with competitiveness 
can we occupy markets. We should "quickly" popular- 
ize new technologies in an effort to rapidly form an 
appropriate scale and to cover markets. Only by so do- 
ing will we be able to pioneer a new way for relying 
on scientific and technological progress to develop the 
economy. 


Gu Jinchi set forth: We must set up a grand scien- 
tific and technological worker contingent as well as up- 
grade the entire people’s scientific, technological, and 
cultural quality. Our province has comparatively more 
scientific and technological personnel than our frater- 
nal provinces. However, we still lag behind developed 
countries and have a long way to go in order to meet 
the demands for modernization. Not only are our sci- 
entific and technological personnel few in number, but 
the scientific and technological personnel structure is 
unreasonable. The distribution of trade is not even, and 
there are only a few high-level talented persons; those 
who are engaged in the development of traditional in- 
dustries account for a large number, and there are only 
a few personnel engaged in the development of new 
high-technology. Thus, accelerating the cultivation of 
scientific and technologically-talented persons is an ex- 
tremely urgent task ahead of us. Educational depart- 
ments should readjust the educational structure, con- 
trol the cultivation of personnel whose talents are in 
full and excessive supply, and expand the cultivation of 
personnel whose talents are in short supply. It is nec- 
essary to accelerate the cultivation of talented persons 
who are urgently needed in economic construction. We 


FBIS-CHI-95-148 
2 August 1995 


should not only bring into play the role of institutions of 
higher learning, the secondary specialized schools, and 
the scientific research institutes as the main channel for 
Cultivating scientific and technological personnel, but 
also pay attention to cultivating talented persons in the 
course of practice. We should discover and cultivate 
scientific and technological personnel as well as spe- 
Cialized technicians from among workers and peasants 
with practical experience, and make them play a key 
role in guiding the masses to march toward science and 
technology. Particularly, we should strengthen the cul- 
tivation of young scientific and technological personnel 
spanning this century and the next; create the environ- 
ment and conditions that are conducive to the growth 
of scientific and technologica! personnel; support them 
to go for overseas training and to participate in interna- 
tional academic and technological exchange activities; 
and encourage them to ceaselessly upgrade their aca- 
demic and technological levels. We should bravely as- 
sign heavy tasks to young scientific and technological 
personnel and make them temper themselves and grow 
through practice. 


At present, we should bring the existing functions of 
scientific and technological personnel into full play and 
avoid the serious waste of talented persons. Leaders at 
various levels should foster the thinking of relying on 
talented persons to rejuvenate the economy; conscien- 
tiously implement a series of policies toward scientific 
and technological personnel made by the party Cen- 
tral Committee, the State Council, the provincial party 
committee, and the provincial government; ceaselessly 
improve their working and living conditions; give hand- 
some awards to those with prominent contributions; and 
fully mobilize their enthusiasm. We should formulate 
preferential policies to attract scientific and technologi- 
Cal personnel, and positively attract those studying anu 
working Overseas to return home to work. All localities 
should make efforts to popularize the general knowl- 
edge of science and technology in order to upgrade all 
the workers’ scientific, technological, and cultural qual- 


ity. 


Gu Jinchi urged all localities to strengthen leadership 
and implement to the letter the guidelines of the na- 
tional conference on science and technology. Imple- 
menting the guidelines of the national conference on 
science and technology, and implementing the strategic 
goal of relying on science and education to rejuvenate 
Liaoning, is a gigantic project relating to the overall 
situation. All people in the province should participate 
in this project. Therefore, we should greatly create the 
mass media of rejuvenating Liaoning with science and 
education; do our best to more fully and extensively 
mobilize the masses; make the guidelines of the na- 
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tional conference on science and technology and the 
Strategy of rejuvenating Liaoning with science and edu- 


cation known to every household and to everyone; and 


mobilize each and every department and each and ev- 
ery person to consciously go into action to implement 
the guidelines of the conference and the strategy. What 
is more important is to do our work in a down-to-earth 
manner. Closely in line with the central target of re- 
juvenating the economy, all localities and all depart- 
ments should feasibly work out specific measures for 
strengthening scientific and technological work and for 
promoting the combination of science and technology 
with the economy. We must have definite fighting goals 
and assessment targets; must be sure that there are plans, 
measures, and examinations; and must actually ensure 
to implement the goals and targets to the letter. 


Amid the cheerful music, the conference commended 
20 provincial-level collectives advanced in scientific 
and technological work, including the Shenyang Scien- 
tific and Technological Committee; 10 provincial-level 
collectives advanced in the popularization of sciences 
and technologies, including the Dalian Scientific and 
Technological Association; 10 outstanding scientific and 
technological industrialists, including Zhu Junking; and 
100 outstanding scientific and technological workers, in- 
Cluding Liu Guigin. 


Military & Public Security 


Training Reforms Improve Submarine Operations 


HK0208082495 Beijing JIEFANGJUN BAO 
in Chinese 5 Jul 95 p2 


[Report by Wang Guangxin (3076 0342 9515) and Shen 
Chen (3088 7115): "Operational Modes of a Submarine 
Unit Tend To Be Varied"] 


[FBIS Translated Text) In the East China Sea, a large 
"Blue Army" vessel was drawing near the area of the 
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"Red Army." Awaiting orders covertly in this sea area, 
two submarines of a "Red Army" unit entered their war 
positions one after another and took turns in attacking 
the enemy vessel. This was a drill conducted in mid- 
June by a Navy unit submarine in which two vessels 
took turns in attacking a large isolated target in the sea. 


To suit the needs of naval warfare under high-tech con- 
ditions, this unit since the start of training this year, 
has added nearly 10 difficult subjects, such as two ves- 
sels taking turns in attacking a large isolated naval tar- 
get, an individual submarine launching sustained attacks 
on multiple targets, submarine-to-aircraft confrontation, 
and long-range torpedo attack. As an individual sub- 
marine has limited capacity to attack a large sea-borne 
target, they gradually found the best method in which 
two submarines can take turns in launching attacks at 
two different depths and directions with the existing 
equipment, reforming the training methods and explor- 
ing operational methods as well as overcoming the prob- 
lems of tough requirements. To enhance the capability 
of an individual submarine to launch sustained attacks 
on multiple targets, this unit proposed turning passive 
evasion into active breakthroughs and launching sus- 
tained attacks on multiple targets in formation when it 
is impossible to break through a naval defense line of 
enemy formation. As this change sets tougher require- 
ments on command, the leaders of this unit have made 
bold explorations in training and achieved the change 
from defense to offensive in a better way. With the 
deepening of the training reform, the capability of this 
unit has been constantly improved such as submarine 
range, torpedo attack, two submarines taking turns to 
attack a large naval target, air raid, and individual sub- 
marine launching sustained attacks on multiple targets 
and its operational modes tend to be varied. 
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General 


Qiao Shi Urges Reforming, Developing Enterprises 
OW3107151795 Beijing XINHUA in English 
1502 GMT 31 Jul 95 


(FBIS Transcribed Text] Changchun, July 31 (XIN- 
HUA) — A high-ranking Chinese official recently urged 
local governments to spare no effort to push reforms of 
State-owned enterprises and the development of agricul- 
ture. 


Qiao Shi, Chairman of the Standing Committee of 
the Eighth National People’s Congress and a member 
of the Standing Committee of the Political Bureau of 
the Chinese Communist Party’s Central Committee, 
made the remark during an inspection tour of northeast 
China’s Jilin and Heilongjiang provinces between July 
21 and 31. 


Both of the provinces are major grain producers and 
major industrial bases for the country. 


He noted that despite the existence of some problems, 
the two provinces have great potential and bright 


economic development prospects. 


Qiao said that government at all levels should always 
put agriculture as a top-priority item and strive for 
greater agricultural output in the next century, by putting 
more into agriculture and strengthening research and the 
use of technology. 


The two provinces have advantages for agricultural 
development with their fertile land, he said, urging 
provincial governments to diversify their economy and 
to develop township enterprises, while sparing no effort 
in increasing grain output. 


The two provinces also had achievements in reforms 
in state-owned enterprises over the past several years, 
Qiao said, but added that state-owned enterprises can 
be improved, and that the fundamental way out of 
difficulties lies in deepening reforms. 


He emphasized that a good job must be done in the 
improving technology in them, especially in the old 
industrial bases. 


Qiao also visited hi-tech industrial zones in the two 
provinces, and encouraged new and hi-tech industries 
to work for achievements, noting that China is a large 
potential market for hi-tech products. 
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Bankruptcy Reform of State Enterprises Postponed 


HK0208090495 Hong Kong CHING CHI TAO PAO 
in Chinese 10 Jul 95 No 2427, pp 31 


[From the "China Economic News” column: "Reform 
of Bankruptcy of State Enterprises To Be Suspended") 


(FBIS Translated Text) A relevant department dis- 
Closed that the reform of bankruptcy of state enter- 
prises, which was originally taken as a major break- 
through in this year’s reform, will be postponed; in 
18 large and medium-sized cities which have been se- 
lected to conduct coordinated reform of bankruptcy of 
State enterprises on a trial basis, the reform will focus 
on renovating technologies, strengthening internal man- 
agement, and improving economic results in backbone 
enterprises. 

According to analysis, there are four main reasons why 
the pilot reform of bankruptcy of state enterprises has 
been postponed: 


1. The pace of reforming the property rights of state 
enterprises should not be too fast. In light of the upsurge 
in unpractical bankruptcy reform that has emerged since 
the end of last year, a central leader pointed out on the 
eve of the Spring Festival: "In its decision, the Third 
Plenary Session of the 14th CPC Central Committee has 
summarized very well the modern enterprise system: 
Clear property rights, well-defined power and duties, 
separate government from enterprise functions, and 
scientific management. However, some time ago some 
localities overemphasized clear property rights and 
placed the focus on exploring the form of property 
rights. It is unworkable to stress only clear property 
rights and to ignore the others. 


2. The full implementation of the "Bankruptcy Law” 
is conditional on the establishment of a sound social 
security system. However, China currently has a rather 
weak basis in this area. Before a social security system 
is fully established, there is a lack of material basis for 
enterprise bankruptcy, and the unemployed people or 
personnel removed from the work place have become a 
factor for social instability. More importantly, according 
to the experience gained in state enterprises and China’s 
economic strength, it is impractical to establish a social 
security system in a short time. 


3. The bankruptcy law is not complete. As the original 
“Bankruptcy Law" was drawn up in the planned econ- 
omy era, Many provisions apparently are not in line with 
reality. Despite the fact that the new draft of the "Bank- 
ruptcy Law" drafted by Sichuan and Liaoning provinces 
has been submitted to the National People’s Congress, 
it is still difficult to decide on many legal provisions 
on the bankruptcy of state enterprises. For instance, the 
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handling of massive poor bank debts, the handling of 
government-guaranteed debts, prevention of malicious 
bankruptcy, the settlement of the unemployed staff, and 
the source of income for the retired cannot be resolved 
simply by the "Bankruptcy Law” or the ruling of the 
court. 


4. The central authorities have reaffirmed the policy 
characterized by “seizing opportunity, deepening re- 
form, opening wider to the outside world, promoting 
development, and maintaining stability." Both reform 
and opening up are the means while development is the 
goal. The establishment of a sound social security sys- 
tem is a prerequisite for stability. Hasty bankruptcy will 
affect the two major goals, namely, stability and devel- 
opment. Therefore, the bankruptcy reform can only be 


suspended. 


Analysts Evaluate Country’s Top 100 Listed Firms 


0W0208095095 Beijing XINHUA in English 
0921 GMT 2 Aug 95 


[FBIS Transcribed Text] Beijing, August 2 (XINHUA) 
— China has for the first time evaluated its listed com- 
panies and published the names of the 100 most eco- 
nomically powerful, with the Shanghai Petrochemical 
Industry Co. Ltd in first place. 


The other nine in the top ten are: Sichuan Changhong 
Electrical Appliance Co. Ltd, Maanshan Iron and Steel 
Co. Lid, Yizheng Chemical Fiber Co. Ltd, Shenzhen 
Development Bank, Shanghai Lujiazhui Finance and 
Trade Zone Development Co. Ltd, Jiangsu Chunlan 
Refrigeration Equipment Co. Ltd, Shenzhen Special 
Economic Zone Property Development (Group) Co. Ltd, 
Shenzhen Kangjia Electronics (Group) Co. Ltd, and 
Baoan Group Co. Ltd. 


The 315 candidates for the selection were companies 
that had been listed on the two stock exchanges in 
Shanghai and Shenzhen or with the Securities Trading 
Automated Quotation System or the National Electronic 
Trading System before June 30 this year. 


The final appraisal results show that the average profit 
rate of the 100 selected companies was 21.13 yuan for 
every 100 yuan of net assets, their average post-tax 
profits were 0.56 yuan per share and their average asset- 
liability ratio was 47.64 percent. 


All the indicators show that the companies had far better 
performance records than their non-listed counterparts, 
according to analysts here. 


The 100 most powerful listed companies had a com- 
bined sales income of 121.6 billion yuan, about 67 per- 
cent of the total sales income of 181.3 billion yuan of 
all listed companies. Their assets amount to 233 billion 
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yuan, 65.14 percent of the total of all listed companies. 
Their net assets were valued at 111 billion yuan, some 
60.49 percent of those of all listed companies. Their to- 
tal profits amounted to 19.976 billion yuan, about 71.6 
percent of those of all the listed companies. 


The analysts said that the figures demonstrate that the 
selected 100 companies represent the highest develop- 
ment level of Chinese companies, as most of them have 
become well-matched with their foreign counterparts. 


Of the 100 selected companies, 67 are in the industrial 
and transportation sectors, 10 are wholesale or retail 
trading enterprises, 17 are construction or real estate 
companies, two are financial firms, three are in the 
public facilities sector, and one is in the agricultural 
sector. 


Geographically, coastal areas have the overwhelming 
majority of the 100, with 28 in Shanghai, 22 in the boom 
town of Shenzhen and 13 in other parts of Guangdong 
Province. 


In another analysis, 50 percent, or 30, of the B share- 
rated companies were among the selected 100. B 
shares are denominated in yuan but targeted at foreign 
investors. 


The success of the companies has had, and will continue 
to have, an enormous effect on the overall development 
of the their respective sectors, the analysts say. 


The evaluation and selection were sponsored by the 
China Shareholding Enterprises Evaluation Center and 
the "FINANCIAL TIMES" newspaper, which invited 
as judges experts from the the State Commission for 
Restructuring the Economy, the State Economic and 
Trade Commission, the State Statistics Bureau and the 
State Securities Regulatory Commission. 


Such evaluations and selections will be held annually, 
sources here said. 


*State Enterprise Reform Status Reviewed 


‘95CEOS00A Beijing JINGJI RIBAO in Chinese 


5 Jun 95 p9 


[Article by Zhang Jie (1728 2638): "State Enterprise 
Reform Must Accomplish Five Strategic Tasks"] 


(FBIS Translated Text] The China Restructuring of 
the Economic System Society held its 1995 annual 
conference in Chengdu recently. The conference took 
place at a time when the Chinese economy was entering 
a period of steady development and when the focus of 
reform had shifted to the microeconomy, particularly the 
extending of state enterprise reform, and unlike the year 
1994 when the emphasis was on the macroeconomy. 
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How to ensure our victory in the battle of enterprise 
reform? In the opinion of Yang Qixian [2799 0796 
0341], vice president of the China Restructuring of 
the Economic System Society, we should accomplish 
the following from the strategic perspective of state 
enterprise reform: 


Understand Fully the Big Picture: 


Clearly realize the importance and urgency of the 
deepening of state enterprise reform. 


Not only does the state economy continue to play 
a leading role in the entire economy, but it is also 
the principal source of government revenue and has 
contributed enormously to economic development and 
social stability. However, owing to a distorted economic 
mechanism and an irrational industrial structure, the 
State economy has so far failed to meet the requirements 
of socialized mass production and a developing market 
economy. The problems of state enterprises manifest 
themselves as a surfeit of redundant personnel, generally 
estimated to be between one-third and one-half of all 
the employees of state enterprises; a high debt ratio, 
more than 75 percent overall according to statistics on 
inventorying the assets of 124,000 enterprises last year; 
and a heavy social burden. According to a survey of 
16 industrial cities, including Shenzhen and Tianjin, 
the number of retired personnel is equivalent to 36.5 
percent, with SO percent in the case of Shanghai, 
of all on-the-job employees. State enterprise reform 
is the key that would correct some of the deep- 
seated contradictions and problems in the workings of 
the national economy today, such as persistently high 
inflation, a weak agricultural base, high unemployment, 
and a low level of income of some state enterprise 
employees, who can barely eke out a living. The root- 
and-branch solution is to end the state enterprise’s high- 
input and low-output way of doing things and bring 
about a positive cycle in the entire economy. The 
success or failure of state enterprise reform not only will 
determine whether or not the economy will continue to 
grow in a steady and sustained manner, but also raises 
a major political issue: Will we ultimately succeed in 
building socialism with Chinese characteristics and a 
socialist market economy? 


Clarify Objectives: 


The objective of state enterpr se reform is not to change 
the nature of public ownership, but to enhance enterprise 
profitability. 


The objective of proceeding with state enterprise reform 
is to transform the operating mechanism, optimize the 
structure, revitalize enterprises, enhance their profitabil- 
ity, and improve their quality so that they truly live up 
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to their leading role in the economy. It is not the objec- 
tive of state enterprise reform to change the nature of 
public ownership. The reform of state enterprises nat- 
urally entails the establishment of a modern enterprise 
system. For a variety of internal and external reasons, 
however, it would be difficult to create a modern enter- 
prise system any time soon. A more feasible approach 
for the moment is to adopt multiple formats to suit dif- 
ferent enterprises with the central purpose of raising en- 
terprise profitability and to use the market as the base, 
while adhering to the fundamental principles of uphold- 
ing the public economy as the dominant economy and 
striving for common wealth. 


Adopt a Correct Standpoint: 
Focus on revitalizing the entire state economy, not just 
all state enterprises. 


In developing the guiding thought behind reform and 
planning our work, we must operate in accordance with 
the laws of the market economy. That enterprises live 
and die and that strong enterprises thrive while weak 
ones are eliminated is part of the universal principle of a 
market economy. In every country every year, some en- 
terprises go bankrupt, or merge with, or are acquired by 
other enterprises. Meanwhile, new companies are reg- 
istered and develop. This is all part of normal events. 
As we examine the issue of state enterprise reform, for- 
mulate a state enterprise reform plan, and set reform 
objectives, we must update our traditional thinking and 
resolve to revitalize the entire national economy, and not 
just every single state enterprise. It is both impossible 
and unnecessary to revitalize every single state enter- 
prise. These are some of the detailed measures that we 
may take. First, as far as some of the small state enter- 
prises are concerned, we may take a state-ownership and 
private-management approach to be effected through 
contracting and leasing. Another way to transform state 
enterprises into nonstate enterprises is through share- 
holding cooperation or by allowing employees to own 
company shares. Second, enterprises which have no de- 
velopment prospects or whose liabilities exceed their 
assets should be reorganized through mergers and ac- 
quisitions or ordered to go bankrupt or stop production 
to cut back on unnecessary consumption. Third, troubled 
enterprises which enjoy a substantial resource edge and 
whose products are fairly popular on the market may 
be given the necessary support through the rational cir- 
culation and reorganization of state assets to bring out 
their strengths to the full, which will enable them to 
raise their profitability and grow. 
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Build Up the Engine: 


Put a host of large mainstay enterprises on a sound 
footing so that they can play a leading role. 


There are hundreds of thousands of state enterprises in 
China, including tens of thousands within the budget. 
Practice over the past few years tells us that if we 
manage to revitalize the most important of them, namely 
a number of large mainstay enterprises, we would in 
effect enable state enterprises to function as an engine. 
Such enterprises number between 500 and 1,000. 


Putting these enterprises on a sound footing is a three- 
step process. First, we must develop a list of the 
500-1,000 enterprises in stages, depending on their 
status and size. Second, take an inventory of their 
assets. Third, reform them by combining reorganization 
with transformation and restructuring and gradually 
turn them into the principal participants in market 
competition and principal investors that are capable of 
self-accumulation and self-development. In short, we 
must work with the institutions and mechanisms instead 
of merely giving enterprises tax breaks and turning over 
profits to them. 


Be Careful To Proceed in Stages: 


Reform must advance step by step. Take pains to do a 
good job with related reforms. 


The problems that we see in state enterprises today are 
often not simply enterprise problems, but a microcosm 
of everything that is fundamentally wrong with the 
national economy. Nor did the problems that need 
to be resolved emerge yesterday; instead they have 
accumulated over the years. For this reason, we as 
reformers must take a slow-but-sure approach and push 
ahead gradually. 


Besides continuing to nurture the development of the 
market system and perfect macroeconomic reform, we 
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must tackle these three tasks as our top priorities. First, 
sort out property rights relations and establish a sys- 
tem to evaluate, manage, buy and sell, and maintain 
and increase the value of the assets of state enterprises 
scientifically. Second, intensify government organiza- 
tional reform and overhaul government functions. It is 
not enough just to transform enterprise mechanisms at 
the bottom; instead, government organs must be over- 
hauled. Third, we must create a standardized social se- 
curity system and write it into law without delay. 


*Causes, Solutions of State Industries’ Losses 


95CE0482 Beijing GUANLI SHIJIE [MANAGEMENT 
WORLD] in Chinese 24 May 95 No 3, pp 133-137 


[Article by Liu Fujiang (0491 1381 3068), Yang Yumin 
(2799 3768 3046), and Chang Wenli (1663 2429 5461) 
of Industry and Transportation Office, State Statistical 
Bureau: "Unprofitability in State Industry Has Many 
Causes".] 


(FBIS Translated Text] Losses by state enterprises in 
China have taken a sharp turn for the worse since 1989. 
Not only will mounting losses threaten the sustained, 
steady, and healthy development of the national econ- 
omy, but they will also directly constrain the steady 
growth of government revenue. To deepen economic 
reform and accelerate the pace of reform overall, it is 
Critically important that we analyze and examine the 
losses in state industry, including the current situation 
and their causes, and come up with a strategy. 


1. Basic Characteristics of Losses in State Industry 


The unprofitability of state industry has these charac- 
teristics: It goes up and down in different stages and 
affects some industries more than others, instead of be- 
ing spread out evenly. Table 1 gives a profile of the 
losses sustained by China’s state industry since 1980. 


Table 1. Profile of Losses In State Industry Since 1980 


1980 1981 1982 


1983 1984 1985 1986 


Money-losing 19.2 22.9 20.8 
enterprises as 
percentage of 
all state 
industrial 
enterprises 


12.8 10.2 9.6 13.1 


Amount of 3.43 4.60 4.76 
losses (in 
billion yuan) 


3.21 2.66 3.24 5.45 
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1987 1988 1989 1990 1991 1992 1993 

Money-losing 13.0 10.9 16.0 27.6 25.8 23.4 30.3 
enterprises as 
percentage of 
all state 
industrial 
enterprises 
Amount of 6.10 8.19 18.02 34.88 36.70 36.93 45.26 
losses (in 
billion yuan) 

As Table 1 shows, although losses had been rising year #2. Analysis of Losses in State Industry 


after year before 1988, the increases were modest. In 
1989 and 1990, however, losses shot up, doubling those 
in the previous year, two years in a row. Since 1991, 
when the macroeconomic climate began improving, the 
momentum of soaring unprofitability has been checked. 
Still losses remain very heavy. In 1994, the tax burden 
on enterprises worsened as a result of tax reform and the 
implementation of the “two regulations." Furthermore, 
there was an acute shortage of working funds and the 
market was sluggish. According to preliminary monthly 
Statistics, 32.8 percent of all state enterprises lost money 
in 1994, 2.5 percentage points more than in 1993, and 
the amount of losses totaled 44.8 billion yuan, slightly 
down from 1993, but still a gain of 21.3 percent over 
1992. We have not made a dent in the problem of 
mounting losses in state industry. It has become a thorny 
issue that we must face up to as we decide which 
direction to take in developing state industry. 


Turning to the distribution of money-losing enterprises 
and of losses within state industry, basic industries such 
as energy and raw materials account for a relatively 
small portion of money-losing enterprises (20 percent) 
but a much larger share of the amount of losses 
(56 percent). In contrast, processing industries account 
for a substantial chunk of money-losing enterprises 
(80 percent) but a smaller percentage of the amount 
of losses (44 percent). The unbalanced concentration 
of losses suggests that industries and regions with 
a preponderance of light and processing industries 
generally suffer modest losses, while industries and 
regions with a preponderance of heavy and primary- 
products industries typically suffer heavier losses. Since 
State industry, large and mid-sized enterprises, and 
central and western China are home to many basic 
industries, including energy and raw materials, they tend 
to have more money-losing enterprises and to suffer 
heavier losses than non-state industry, small enterprises, 
and the coastal region in eastern China. 


We cannot get a measure of the full extent of the losses 
occurring in state industry by looking at money-losing 
enterprises and their losses alone. That would only 
give us a partial picture. According to statistics from 
the departments concerned for 1989, among profitable 
state industrial enterprises, 30 percent of their products 
lost money to the tune of almost 10 billion yuan. 
With this fact in mind—that even profitable enterprises 
have unprofitable products and lose money on those 


products—we see that losses in state industry are a 
worse problem than that indicated by statistics on 


unprofitable enterprises. 


Traditionally we always took the number of unprofitable 
State enterprises expressed as a percentage of all state 
enterprises to be the measure of losses in state indus- 
try, or what we commonly referred to as “percentage 
of unprofitable enterprises.” Since this method of cal- 
culation does not differentiate among enterprises on the 
basis of size, we cannot figure out the extent of unprof- 
itability and its impact on economic development by 
looking at the size of the capital goods of unprofitable 
enterprises relative to that of industry as a whole. Statis- 
tically, 27.8 percent of all large and mid-sized state in- 
dustrial enterprises lost money in 1993. They accounted 
for 22.1 percent of the total fixed assets of all large 
and mid-sized state industrial enterprises, 18.2 percent 
of their total liquid assets, 14.7 percent of their selling 
costs, and 26.4 percent of their employees. These per- 
centages suggest that unprofitability in state industry in 
1993 was a notably lesser problem than that indicated 
by the percentage of unprofitable enterprises. Accord- 
ing to preliminary monthly statistics for 1994, money- 
losing large and mid-sized state industrial enterprises 
constituted 30.7 percent of all large and mid-sized state 
industrial enterprises. Their net fixed assets amounted 
to 167.59 billion yuan, 20.3 percent of the total fixed 
assets of all large and mid-sized state industrial enter- 
prises; liquid assets, 197.22 billion yuan, 18.8 percent 
of the total; current liabilities, 215.61 billion yuan, 21.8 
percent; selling costs, 154.61 billion yuan, 14.4 per- 
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cent; and workers, 7,010,000 people, 28.5 percent. Itis affecting over 7 million workers. This is more than a 
clear that losses among large and mid-sized state indus- | worrisome economic issue; it also is a potentially desta- 
trial enterprises eased somewhat in 1994 compared with _ bilizing factor of which we must take note. Table 2 
1993. Nevertheless, as much as 300 billion yuan worth _ profiles the extent of losses among large and mid-sized 
of fixed assets and liquid assets and other state-owned _state enterprises in leading industries in the first quarter 
Capital goods are still in a state of total non-utilization, of 1994. 


Table 2. Percentage of Unprofitable Enterprises among Large and Mid-Sized State Industrial Enterprises in 1994 (%) 


Number of Enterprises Average Net Fixed Average Liquid Assets Number of Workers 
Assets 
Total 30.7 20.3 18.8 28.5 
Coal-mining 49.2 45.8 43.7 52.7 
Petroleum and natural 26.7 22.2 31.9 39.5 
gas 
Ferrous metals 33.3 34.6 31.3 32.7 
Non-ferrous metals 37.7 65.8 $3.7 $2.5 
Non-metal minerals 31.0 27.8 25.4 30.1 
Timber and bamboo 28.8 16.7 18.8 29.9 
products 
Food processing 31.4 26.1 31.2 29.1 
Food manufacturing 39.6 29.0 26.8 22.6 
Beverage manufacturing 23.8 15.8 18.8 20.0 
Tobacco processing 24.3 11.2 10.8 12.8 
Textiles 35.8 26.1 27.0 24.4 
Garment, other fiber 22.6 14.5 17.7 15.8 
products 
Leather, fur, down, others 44.2 38.1 33.8 32.1 
Wood, bamboo, rattan, 45.6 40.5 36.2 44.1 
palm, straw processing 
Furniture manufacturing 30.8 29.2 22.7 14.8 
Paper and paper products 38.7 31.7 31.6 40.7 
Printing, Reproduction 22.8 28.4 23.2 24.7 
Culture, education, & 26.1 16.0 13.4 22.0 
sporting goods 
Petroleum processing and 15.9 2.6 2.7 3.4 
coking 
Chemical raw materials 28.1 18.2 18.7 24.0 
& products 
Drugs manufacturing 23.9 17.8 15.8 22.4 
Chemical fibers 26.7 12.9 12.5 16.2 
manufacturing 
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Number of Enterprises Average Net Fixed Average Liquid Assets Number of Workers 
Assets 
Rubber products 40.5 27.4 24.5 32.8 
manufacturing 
Plastic goods 40.8 243 24.6 38.1 
manufacturing 
Non-metal mineral 25.8 20.4 15.5 21.8 
products manufacturing 
Ferrous metal smelting, 24.1 2.3 3.4 6.6 
mangling 
Non-ferrous metal 30.7 21.2 23.3 25.9 
smelung, mangling 
Metal goods 30.7 33.2 22.1 29.0 
manufacturing 
Ordinary machinery 27.9 22.6 16.1 23.9 
manufacturing 
Specialized equipment 325 29.4 28.1 33.2 
manufacturing 
Transportation equipment 35.7 249 22.7 27.3 
Elect. machinery and 26.1 18.2 15.4 19.2 
equipment 
Electronic & 34.2 23.2 23.5 30.2 
: 
equipment 
Instruments, meters, 38.4 33.0 32.4 39.5 
office equipment 
Other manufacturing 27.8 31.7 31.5 42.7 
norwa 
Electricity, steam, gas, 13.3 10.6 7.1 12.2 
hot water 
Coal gas production and 67.3 61.1 45.9 65.5 
supply 
Running water 26.9 47.2 43.7 77.4 
production and supply 


Table 2 shows that among the 38 leading industries, 
18 exceeded the average percentage of unprofitable en- 
terprises, which was 30.7 percent. In industries like 
coal, specialized equipment systems, non-ferrous met- 
als, paper-making, non-ferrous metal smelting, instru- 
ments and meters, weapons and ammunition, coal gas 
production and supply, and running water production 
and supply, money-losing enterprises accounted for a 
considerable share of their respective industries’ total 
fixed and liquid assets and workers, far higher, in fact, 
than one would imagine just by looking at the percent- 
age of money-losing enterprises alone. This shows that 
losses are a very serious problem in those industries. 


When one analyzes the causes of unprofitability in state 
industry, one cannot but have to consider the factor of 
product mix. No doubt, basic industries are highly in- 
vestment intensive and take a long time to yield divi- 
dends. Add a lopsided price structure and you have a 
very serious problem of low output. But this is not the 
only deep-seated reason for the heavy losses affecting 
state enterprises. As the macroeconomic climate gradu- 
ally improved and commodity prices were slowly dereg- 
ulated in recent years, there should have been a gradual 
convergence between state and non-state industry in ex- 
ternal climate and conditions. After comparing losses in 
state industry with those in collective industry in 40 
major industry categories, however, we discovered that 
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State industry suffered markedly heavier losses than col- 
lective industry in as many as 37 categories. This shows 
that behind the current heavy losses in state industry are 
other underlying reasons such as rigid operating mech- 
anisms as well as the burden of history and the policy 
factor. 


In our opinion, there are four things that are distinctly 
wrong with the operating mechanisms of state industry 
in China today. 1) Property rights are not clearly de- 
fined. Consequently, there is a complete break between 
the use of assets and economic benefits. There is no in- 
centive mechanism. 2) Government administration and 
enterprise management are intermingled. Enterprises are 
not given the decision-making authority they need in 
their operations. 3) Internal enterprise relations are all 
tied up in knots. The rights, responsibilities, and inter- 
ests of the enterprise vis-a-vis those of its employees 
are not clearly spelled out. Nor are the rights, responsi- 
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bilities, and interests of the different units in an enter- 
prise clearly established. 4) Ineffectual supervision. Not 
enough is done to ensure uiai state assets retain their 
value or increase in value. Nor is there effective moni- 
toring of the national economic interests related to the 
assets. All these issues must be addressed in the course 
of enterprise reform. 


Another reason behind the heavy losses by state enter- 
prises is the weakening of macroeconomic regulation 
and control over the years, which has resulted in the 
improper allocation of resources and created an irra- 
tional structure in state industry, in effect perpetuating 
the losses to a point of no return. "Fast-growth-generated 
profits” declined year after year. When the economy is 
booming, all that a money-losing industry can do is to 
contain the surging tide of red ink without really rolling 
it back once and for all. Table 3 presents the top 10 
money-losing industries in 1990, 1992, and 1993. 


Table 3. Top Ten Money-Losing Industries in 1990, 1992, 1993 (in descending order) (unit:billion yuan) 


Industry 1990 Industry 1992 Industry 1993 
Amount of % Amount of * Amount of % 
Losses Losses Losses 

Cow 7.23 20.7 Coal 7.39 20.0 Textiles 5.78 12.8 

Petroleum 4.74 13.6 Petroleum 6.98 18.9 Coal 4.75 10.5 

Machinery 3.78 10.8 Food 3.85 10.4 Chemicals 4.03 8.9 

Textiles 2.79 8.0 Textiles 2.81 76 Electricity 3.99 8.8 

Food 2.28 6.5 Electricity 2.72 7.4 Petroleum 3.73 8.2 

Electricty 1.69 48 Machinery 2.52 6.8 Food 2.48 5.5 
processing 

Chemicals 1.40 4.0 Chemicals 1.57 43 Specialized 1.545 3.4 
equipment 

Building 1.36 3.9 Tobacco 1.16 3.1 Food manu- 1.43 3.2 

materials facturing 

Ferrous 1.08 3.1 Coking 0.9 2.4 Ordinary 1.35 3.0 

metallurgy machinery 

Beverages 0.92 2.6 Building 0.67 1.0 Non-metal 1.22 2.7 

materials minerals 
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It is clear from the above table that losses by the coal, 
petroleum, machinery, textile, food, and building ma- 
terials industries accounted for over 60 percent of all 
losses by state industry as a whole. The checkered his- 
tory of their unprofitability through different economic 

climates suggests that they are plagued with numerous 
problems in resource allocation and operating mecha- 
nisms. 


Coal and petroleum are big money-losers with severe 
long-standing problems. Whether in times of economic 
boom or bust, they run up huge losses. Both industries 
have topped the list of money-losing industries over the 
years. (The abolition of the dual price system in 1994 
has enabled the petroleum industry to replace industry- 
wide policy-related losses with a modest profit.) Let’s 
take a look at the external environment. Under-pricing, 
with an excess of mandatory tasks were all major causes 
of the heavy losses afflicting these industries over the 
years. In an extractive industry, the costs of recov- 
ery and excavation typically go up year after year as 
the conditions of resource extraction change. However, 
prices are subject to demand by the processing indus- 
try. Since 1994 the prices of coai and other basic indus- 
trial products have been deregulated across the board 
and enterprises were given the power to raise prices. A 
downturn in the economy has dampened demand, mak- 
ing it impossible for enterprises to raise prices. For this 
reason, one cannot be too optimistic about the bene- 
fits to be derived from price increases. It seems that if 
these two industries are to trim their losses, they must, 
on the one hand, continue to redouble their effort to 
reform their operating mechanism, improve efficiency, 
cut redundant staff, and diversify their operations. On 
the other hand, they will need help from a supportive 
government industrial policy for a long time to come. 
This is a common practice in nations around the world. 


The trend toward escalating losses in the textile and 
food industries since 1990 is closely related to the 
fact that industrial growth in China is now mainly 
investmen’ demand driven, not consumption driven, 
which was the case in the 1980°s. When the ersnomy 
overheats, their losses do not shrink, but when the 
economy falters, losses shoot up. At the moment these 
industries have two problems in common: an excess of 
production capacity and an urgent need to overhaul their 
product mix. For them, the way out of unprofitability 
is still to orient themselves to the market and let the 
market reward the leaders and eliminate the laggards. 
Considering that these industries play an important 
part in people’s daily lives, the government should 
increase modernization investment as appropriate in 


FBIS-CHI-95- 148 
2 August 1995 


some large and mid-sized enterprises to help expedite 
the adjustment of their product mix. 


As production and investment goods industries, the ma- 
vulnerable to ups and downs in the economy. Losses 
in these industries tend to fluctuate sharply in response 
to the changing fortunes of the overall economy. Most 
of the output of the machinery and building materials 
industries is still consumed domestically. Their exports 
are minuscule in quantity and of limited competitiveness 
on the international market. For this reason, the key to 
Cutting losses here is still to maintain economic growth 
at a fairly brisk pace and keep fixed assets investment 
on a large scale. On the other hand, the industries have 
other problems as well, such as irrational distribution, 
project duplication, poor economies of scale, and low 
standards. We must step up macroeconomic regulation 
and control, strengthen the market mechanism, and in- 
Crease investment as appropriate to help the industries 
grow in size, improve their standards, and boost their 


Acknowledging the heavy losses by state industry, it 
should be noted, does not mean casting doubt on its role 
as the leader and maiastay of industrial and economic 
development in China. Nor can we deny the outstanding 
contributions of state industry to the sustained, steady, 
and healthy development of the national economy. At 
present, industry generates over 50 percent of all rev- 
enue flowing into government coffers. State industry ac- 
counts for more than 60 percent of the sales taxes and 
income taxes derived from the entire industrial sector. 
To a certain extent, the losses in state industry, partic- 
ularly the heavy losses i.: basic industries like energy 
and raw materials, are the price we have paid over the 
years to ease inflationary pressure in society at large, 
thereby ensuring social stability and public confidence, 
which, in turn, has made possible the sustained, steady, 
and healthy development of the national economy. Ac- 
cordingly, it is highly inappropriate to point to its heavy 
losses as a way of denying the role and position of state 
industry in China’s economy and its contributions to its 
development. Nor does such a denial have a basis in 
fact. Needless to say, we must make the heavy losses 
in state industry a top priority and work hard to create 
for it a favorable external environment. 


3. A Strategy That Distinguishes Among Different 
Kinds of Money-Losing State Industrial Enterprises 


Bearing in mind the extent of losses in state industry 
at present and after taking into account the importance 
of the industries most affected by such losses and a 
number of other real-life problems in China, we propose 
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a Strategy that distinguishes among the different types 
of money-losing state industrial enterprises: 


1. Large and mid-sized state enterprises in nonessential 
industries which are suffering from heavy losses, over 
15 yuan for every 100 yuan in output value, should be 
ordered to reorganize through such routes as bankruptcy 
and mergers and acquisitions or by switching to another 
line of product. Currently there are almost 2,000 such 
enterprises, 20 percent of all large and mid-sized state 
enterprises in China. They employ a total of 2.9 million 
people, 11 percent of all workers employed by large and 
mid-sized state enterprises, and have 67.4 billion yuan 
in net fixed assets, 10 percent of the total. 


These enterprises also have 93.3 billion yuan in liquid 
liabilities, 25.9 billion yuan more than their fixed assets. 
What can be said for sure is that most of these 
enterprises have more debts than assets. Moreover, their 
largest creditor is state banks. We would be better 
off providing their employees with social security and 
ordering the enterprises to go bankrupt than continuing 
to give them loans. These enterprises are concentrated 
in the textile, chemical raw materials and products, 
food processing, non-metal mineral products, ordinary 
machinery, specialized equipment, and transportation 
equipment industries. 


2. State enterprises that are modestly unprofitable, the 
amount of loss being less than the wage component 
per 100 yuan in gross output value at current prices, 
and large and mid-sized state enterprises which, despite 
heavy losses, over 15 yuan per 100 yuan worth of out- 
put value, are concentrated in key industries such as 
electric power, gas, running water production and sup- 
ply, coal mining and dressing, petroleum and natural gas 
recovery, weapons and ammunition manufacturing. Ev- 
erything should be done to keep them in business. How- 
ever, two management mechanisms should be instituted. 
First, a strict and impartial system of incentives and 
discipline should be applied toward enterprise leaders. 
Second, enterprise leaders, in turn, should adopt a strict 
and impartial incentive and discipline system toward 
enterprise workers. The former is mainly intended to 
turn enterprise leaders into professional entrepreneurs. 
As for the latter, enterprise leaders should be free to 
formulate rules and regulations for their enterprises in 
light of their actual conditions and without breaking the 
law. The government should not intervene; it should be 
up to the entrepreneur to run a factory. 


At the moment there are 2,200 such !«rge and mid-sized 


state enterprises, 23 percent of all large +4 mid-sized - 


state enterprises in China. Their employees number 8.7 
million and they have 189 billion yuan in net fixed 
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assets, 33 percent and 29 percent, respectively, of the 
nation’s totals. 


3. We suggest that small unprofitable state enterprises be 
auctioned off in batches over a period of time. Based on 
the information we have, we believe the first batch to go 
on the auction block should consist primarily of small 
money-losing outfits in industries making sugar, paper 
pulp and paper products, man-made crude oil, rubber 
products in daily use, coal products, and fur and leather 
goods. 


As for providing jobs for the workers of an enterprise 
put on the auction block, that in principle should be the 
responsibility of the buyer. Revenue derived from the 
sale of an enterprise should go toward the social security 
fund and be strictly managed. Special funds should be 
used for special purposes. Where the buyer is genuinely 
unable to place some workers in jobs, they should be 
given social welfare. 


*Shanghai State-Owned Enterprise Losses Surveyed 


9SCE0SOSA Beijing GUANLI SHIJIE 
[MANAGEMENT WORLD] in Chinese 24 May 95 
No 3, pp 138-147 


[Article by Joint Survey Team: "Survey of Shanghai 
Municipal Large and Medium-Sized State-Owned En- 
terprise Profits and Losses"; the survey team head is Xie 
Shirong (6200 0013 2837), members are Xie Shirong, 
Jia Huagiang (6328 5478 1730), and Xie Zhiqiang (6200 
1807 1730) of the CPC Central Committee Party School, 
Zhou Kaida (0719 7030 6671) and Dong Ruihua (5516 
3843 5478) of the Shanghai Municipal CPC Committee 
Party School, and Hou Zhongyun (0186 1813 0061) of 
the Shanghai Municipal Economic Committee] 


[FBIS Translated Excerpt] From 25 October until 18 
November 1994, a joint survey team composed of com- 
rades from the CPC Central Committee Party School’s 
State-Owned Enterprise Profit and Loss Survey Re- 
search Topic Group, the Shanghai CPC Committee 
Party School Political and Economic Teaching and Re- 
search Institute, and the Shanghai Municipal Economic 
Committee Research Institute, conducted a survey and 
study of five Shanghai industrial sectors in which large 
and medium-sized state-owned enterprises show seri- 
ous losses; these included the Instruments Bureau, the 
Light Industry Bureau, the Second Light Industry Bu- 
reau, the Chemical Industry Bureau, the Textile Bureau, 
and more than 20 subordinate state-owned large and 
medium-sized money-losing enterprises. They also held 
separate informal discussions with leaders of the Shang- 
hai branch of the Industrial and Commercial Bank, the 
Shanghai Municipal Government Finance Bureau, the 
Shanghai Labor Bureau, the Shanghai Social Security 
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Bureau, and the Shanghai Municipal Economic Com- 
mission about how to reverse the losses and increase 
the profits of state-owned large and medium-sized en- 
terprises in Shanghai. They read documents and repre- 
sentative data about Shanghai efforts to solve the diffi- 
Culties of state-owned industrial concerns. A report on 
our survey is provided below: 


1. Shanghai Municipal State-Owned Large and 
Medium-Sized Enterprise Losses and Analysis of 
the Reasons For the Losses 


Shanghai has the highest density of state-owned enter- 
prises in the country. Shanghai’s state-owned enterprises 
play a decisive role in economic construction and so- 
cial development of both the city itself and the country 
as a whole. Shanghai’s development depends on real- 
izing the potential of its state-owned enterprises. Only 
if the state-owned enterprises perform well can a solid 
and healthy foundation exist for Shanghai’s develop- 
ment. Overall, Shanghai’s industrial production is good 
today. Nevertheless, development is uneven, and insta- 
bility remains in the operation of the industrial economy. 
This shows up in the large number of money-losing 
State-owned industrial enterprises, particularly large and 
medium-sized state-owned industrial enterprises. The 
losses have mounted rapidly, and in some industries, 
every unit is losing money. This has an adverse effect 
on how well the economy operates and on economic 
returns, and it adversely affects healthy development of 
the national economy. 


1. Losses of Large and Medium-Sized Enterprises 
in Shanghai 


Shanghai has 9,883 independent industrial concerns at 
the township level and above at the present time, 923 
of which are large and medium-sized. Of the more than 
2,028 state-owned concerns, 659 are large and medium- 
sized. Among the 5,202 collective industrial concerns, 
2,850 are township operated. Of the remaining industrial 
concerns, 1,277 are three kinds of partially or wholly 
foreign-owned enterprises. 


Overall, Shanghai’s industrial economy is operating 
very well at present, but some problems damaging to 
the operation of the economy remain, one glaring one 
being that a substantial number of large and medium- 
sized enterprises show serious loses. The number of 
money-losing concerns between 1988 and 1993, and 
the amount of their losses are as follows: In 1988, 
money-losing concerns numbered 35 with losses of 111 
million yuan. In 1989, money-losing concerns numbered 
148 with losses of 370 million yuan. In 1990, money- 
losing concerns numbered 312, their losses amounting to 
1.011 billion yuan. In 1991, 122 concerns showed losses 
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of 363 million. In 1992, 81 concerns showed losses 
of 226 million, and in 1993, 155 enterprises showed 
losses of 378 million yuan. At the end of September 
1994, 280 of 925 independent state-owned industrial 
concerns showed losses. This was a net increase of 
89 enterprises, or 46.6 percent, above the 191 money- 
losing enterprises during the same period of the previous 
year, and 13 fewer, or 4.4 percent less, than at the 
end of August 1994. The number of money losing 
enterprises increased 10.1 percent over the same period 
in 1993, with 30.3 percent of all enterprises losing 
money. This was a 1.3 percent decline from the end 
of August 1994. Loses totaled 784 million yuan, 398 
million more than during the same period in 1993 for 
a 102.5 percent increase. Losses increased 1 million 
from the 783 million yuan at the end of August 1994. 
Most of the money-losing concerns were in the textile, 
instruments, light industry, Ministry of Second Light 
Industry, and chemical industry systems. Eighty-four 
were in the textile industry, 57 in industries under the 
Ministry of Second Light Industry, 43 in light industry, 
33 in the instrument industry, and 32 in the chemical 
industry. 


The above shows a fluctuation in which the number 
of money-losing state-owned enterprises in Shanghai 
widened and losses increased betweem 1988 and 1990; 
the number of money-losing concerns decreased and 
the amount of their losses declined during 1991 and 
1992; and the number of money-losing concerns and 
the amount of their losses rose again between 1992 and 
1994, 


(2) Analysis of Reasons for the Losses of Shanghai 
State-Owned Enterprises 


The fundamental reason for the losses of state-owned in- 
dustrial concerns was failure to adapt to the changeover 
from the planned economy to the market economy. Un- 
der the planned economy, the products of state-owned 
enterprises enjoyed a sales monopoly. The principle that 
government price administration units used in pricing 
their products was: cost plus profit rate (different indus- 
tries having a different profit rate). Under this system, 
except for those enterprises whose ex-factory prices the 
government purposely held down (mostly some basic 
industries and industries whose products support agri- 
culture), and to which the government provided subsi- 
dies for policy reasons, most enterprises could not lose 
money, and could make a certain amount of profit. With 
the deepening of reform and decontrol, as the planned 
economy gradually gave way to a market economy and 
meshed with the international market, a competition sys- 
tem and an elimination mechanism came into being. 
State-owned concerns faced competition from town- 
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ship and town enterprises, three kinds of partially or 
wholly foreign-owned enterprises, and privately owned 
enterprises; and the meshing of domestic commodity 
markets with international commodity markets brought 
large amounts of foreign goods into the country. Faced 
with severe competition in the domestic and interna- 
tional market, many state-owned enterprises were wiped 
Out because their key production elements structure was 
inferior and because of the shortcomings of the old en- 
terprise system. With the development of township and 
town enterprises, the entry into the country of large 
amounts of foreign investment, and the arrival of foreign 
goods, state-owned enterprises faced grim competition. 
Inevitably, still more state-owned enterprises toppled. 


Yet another reason for the losses of Shanghai’s state- 
owned enterprises, is that many of Shanghai’s industries 
are labor intensive, and many are sunset industries, i.e., 
so-called traditional industries. Still others are high en- 
ergy consumption, and high raw materials consumption 
industries. With the development of inland industries, 
and township and town industries, and with China’s 
greater opening to the outside world, every concern is 
losing money in some trades and quite a few industries 
are in danger of being eliminated. This is caused by 
the irrational industrial structure and regional structure; 
thus, Shanghai is facing industrial structure readjustment 
and regional structure adjustment problems. 


The survey showed that the losses of Shanghai’s state- 
owned enterprises were specifically attributable to the 
following several reasons: 


1. The sudden rise of township and town enterprises put 
Shanghai’s state-owned enterprises at a disadvantage on 
labor costs. This was the major reason for the losses 
of some labor-intensive industries such as the textile 
industry, and industries under the Ministry of Second 
Light Industry. 


Comparison of the labor costs of Shanghai's state- 
owned enterprises with those of township and town en- 


terprises shows, first, that wages, i.e., manpower costs, ° 


are high. Take Shanghai’s cotton textile industry in 
which the average wage level is relatively low, for ex- 
ample. Average 1994 earnings of staff and workers in 
Shanghai’s No. 2. Cotton Textile Mill were about 7,000 
yuan (including wages and all allowances). In Shang- 
hai’s suburban counties, such as Songjiang county, the 
average monthly wage of a farm village worker in the 
Sijing Town Great China No. 3 Rubber Shoe Factory 
is only about 300 yuan. For an inland township and 
town enterprises, the price of manpower is even lower. 
Second is the large number of Shanghai state-owned en- 
terprise retired staff and workers. The Shanghai No. 2 
Cotton Textile Mill has 4,800 staff members and work- 
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ers, but it also has 5,000 retired staff and workers, which 
is more than the number of staff and workers in the tex- 
tile mill. However, the employees of township and town 
enterprises work part time at farming and part time in 
factories. No retired staff and workers problem exists, 
nor are there any, or very few, payments of retirement 
benefits. Third is staff member and worker labor in- 
surance and social welfare costs, principal of which are 
staff member and worker medical care costs, staff mem- 
ber and worker housing construction costs, child care 
and kindergarten costs, etc. Medical treatment costs, in 
particular, have risen in a straight line in recent years. 
A 1993 survey of 60 industrial enterprises made by the 
Shanghai agencies concerned showed a rise from 11.3 
percent in 1987 to 17 percent in 1993 in medical treat- 
ment costs as a percentage of the total wage bill for staff 
and workers. Construction of staff and worker housing 
also requires huge outlays. Township and town enter- 
prises do not have to make such expenditures, or they 
spend very little on them. 


Adding these expenses together, the Shanghai No. 2 
Cotton Textile Mill figures an expenditure of approxi- 
mately 10,000 yuan per staff member or worker. The 
Shanghai No. 2 Refractory Materials Plant estimate is 
15,000 yuan. For township and town enterprises, how- 
ever, these payments average approximately 4,00 yuan 
per staff member and worker. This means that the cost of 
labor of state-owned enterprises is between 1.3 and 1.5 
times that of township and town enterprises. Further- 
more, state-owned enterprises are bloated. They have 
numerous superfluous personnel, but township and town 
enterprises are fairly sleek. The plant manager of the 
Shanghai No. 11 Knitting Mill said that only 700 of 
the mill’s 1,400 staff and workers were needed, and 
the number of personnel could be halved. A plant man- 
ager in the Shanghai No. 2 Refractory Materials Plant 
also said that the number of personnel could be cut 


' in half. This extra half doubles labor costs. Our survey 


showed that if their labor costs were the same as those of 
township and town enterprises, some state-owned plants 
could turn their losses into profits. 


2. The development of inland enterprises has placed 
Shanghai state-owned enterprises at a disadvantage on 
costs of materials. This is an important reason for the 
losses of high energy and high materials consuming in- 
dustries like the chemical industry. Under the planned 
economy, the state set product and shipping prices very 
low for basic industries, such as raw and processed ma- 
terials industries and the transportation industry; and it 
set product prices and interest rates of processing in- 
dustry products very high, with the state financial sector 
thereby obtaining large tax revenues and profit payments 
from urban processing industries. This was a major rea- 
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son for the rapid development of processing industries 
in cities such as Shanghai following liberation. With 
the changeover from the planned economy to a market 
economy, and with the gradual decontrol of energy and 
materials prices, energy and raw materials prices have 
risen in a straight line during the past several years. On 
1 May 1994, the price of light oil was raised from 308 
yuan per ton to 1,700 per ton; in 1994, the price of rub- 
ber rose from 6,300 yuan to 14,000 yuan per ton. Cotton, 
which cost 175 yuan per ton in 1987, cost 568 yuan per 
ton in 1994, a more than threefold increase. In 1987, 
filament yarn cost 54,000 yuan per ton. In 1994, it cost 
220,000 yuan per ton, a nearly fourfold increase. It is es- 
timated that deregulation of the price of coal, and a rise 
in prices of electric power, crude oil, and cotton in 1994 
will raise production costs 4.35 billion yuan. Approx- 
imately 15 percent of all enterprises in the city, or 49 
establishments, have incurred losses as a result of their 
inability to absorb the meteoric rise in prices of energy 
and raw and processed materials. Shanghai has no fuel 
or raw materials, and the cost of hauling fuel and raw 
materials from distant places to Shanghai is enormous. 
Inland industries are close to fuel and raw material pro- 
ducing areas; thus, they hold a cost advantage. Concerns 
that consume large amounts of energy and raw mate- 
rials, in particular, are at a greater advantage. Conse- 
quently, Shanghai enterprises are at a disadvantage and 
incur losses in market competition. Furthermore, Shang- 
hai is an old industrial base where much equipment is 
antiquated. Following liberation, virtually all equipment 
was China-produced, and it consumes large quantities 
of energy and raw materials. By contrast, inland enter- 
prises have just developed in recent years, and many 
of them have imported sophisticated foreign equipment 
whose energy and raw materials consumption are rela- 
tively low. For example, inland areas have imported 30 
units that make 300,000 tons of synthetic ammonia, but 
the Shanghai Wujing Chemical Factory has only one 
unit, and it is Chinese made. Its urea production cost 
is double that of the foreign equipment that inland en- 
terprises have imported. It loses nearly 1,000 yuan on 
every ton of urea it produces. In 1994, its net losses 
amounted to 300 million yuan. 


3. State-owned enterprises lack of a “blood forming 
(funds creation) function,” their numerous debts, and 
profits that are insufficient to pay interest, are other 
reasons for their losses and lack of reserve strength. 


Under the old system, the state controlled all receipts 
and expenditures. Enterprises turned over all their profits 
to the government. Later, an enterprise profit retention 
system was instituted; but since the income tax rate was 
55 percent, on top of which a regulation tax was levied, 
enterprise retained profits were minuscule. Generally, 
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they were sufficient only for staff-and worker bonuses 
and for social welfare. Consequently, although Shanghai 
state-owned enterprises turned over large amounts to the 
government treasury, (for example, two rubber plants, 
Greater China and Zhengtai, paid the government 5.19 
billion over the 35 year period between liberation and 
1989 when corporations were formed, which was 29 
times the original value of the two plants’ state-owned 
assets) the enterprises had no accumulations of their 
own. In addition, fiscal and monetary reform, funding 
of capital construction and technological transformation 
through loans rather than appropriations, and requiring 
enterprises to borrow circulating capital, have saddled 
enterprises with additional burdens, thereby adding to 
their liabilities. The assets-liability ratio of enterprises 
under jurisdiction of the Meters Bureau is 84 percent. 
In September 1994, 62 enterprises, or 60 percent of the 
total number, were losing money. The assets-liability 
ratio of money losing concerns averages 90 percent. 
Statistics show a 7.4 percent profit on capital, but the 
bank loan interest rate is usually around 9.5 percent. 
At this rate, if the assets-liability ratio exceeds 78 
percent, enterprises will not make enough profit to pay 
their interest and will become money losing concerns. 
Also, the profit rate on capital of most money losing 
enterprises is nowhere near the average national 7.4 


percent rate. 


"Capital" is the number one sustained driving force for 
enterprise development. In a market economy, capital is 
the key to successful or unsuccessful competition. With 
Capital, one can buy or import sophisticated equipment; 
one can hire first rate technical and managerial talent; 
one can develop new technologies and new products; 
one can advertise a lot and promote sales; and one can 
develop economies of scale. In short, one can defeat 
competitors and win victory. But China’s state-owned 
enterprises lack a "blood making" mechanism. Not only 
have they no accumulations, but they have .stacks of 
liabilities. Thanks to the favorable policy that govern- 
ment finance has adopted toward township and town 
enterprises, privately owned enterprises, and the three 
kinds of partially or wholly foreign-owned enterprises, 
income tax rates finally began to be unified in 1994. 
Prior to that date, the rate for state-owned enterprises 
was 55 percent, 20 percent for township and town enter- 
prises, 33 percent for three kinds of partially or wholly 
foreign-owned enterprises (with the possibility of two 
exemptions and three reductions), and 33 percent for pri- 
vately owned concerns. Consequently, the capital accu- 
mulations of township and town enterprises, and of the 
three kinds of partially or wholly foreign-owned enter- 
prises could increase steadily while the capital accumu- 
lations of state-owned enterprises became less and less. 
Most were a negative figure, and the competitiveness of 
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State-owned enterprises grew weaker and weaker. Con- 
sequently, some theoreticians now say that the basic 
reason for the decline of state-owned enterprises is no 
accumulations, and that the main reason for their losses 
is also no accumulations. 


4. A number of old state-owned enterprises having 
old equipment, old technology, and outdated products 
face an influx of three kinds of partially or wholly 
foreign-owned enterprises having new equipment, new 
technology, and up-to-date products; consequently, their 
market share declines steadily, and they become mired 
in losses. 


Since World War II, science and technology has ad- 
vanced with each passing day, developing with light- 
ning speed. Competition in international markets to- 
day is competition in technology. New technologies can 
bring about a steady rise in labor productivity rates and a 
steady lowering of labor costs. It has been estimated that 
more than 65 percent of the rise in modern labor produc- 
tivity rates is attributable to the updating of technology. 
A Shanghai textile mill held talks with a Japanese firm 
about formation of a joint partnership that would im- 
port all new sophisticated Japanese equipment. This mill 
had more than 6,000 staff and workers, but the Japan- 
ese firm said that once it became a joint venture using 
this new equipment, 1,000 staff and workers would suf- 
fice. Great manpower and labor cost savings would be 
realized. New technologies also improve product qual- 
ity, develop new products, and are an important source 
of value added. An example is internationally popular 
thin, fancy suiting, which can be produced only with 
very sophisticated equipment and very high technology. 
Its value added is several times that of ordinary suiting. 


Shanghai’s situation suggests no cause for optimism. 
Shanghai has a number of old state-owned enterprises 
whose equipment is very old. Some date back to before 
liberation. They have old technology and outdated prod- 
ucts that have not changed for several decades. Con- 
sumers — particularly young people — like new things 
and despise old ones. They like the new products of 
three kinds of partially or wholly foreign-owned enter- 
prises. Thus, these old state-owned enterprises are faced 
with a steadily declining market share; there is little or 
no market for their wares. Consequently, they are los- 
ing money and they have either halted or partly halted 
production. An example is Shanghai biscuits, the peak 
output period for which was 1985 when 49,900 tons 
were produced. Output has slid each year since, falling 
to 21,600 tons in 1992, a more than 50 percent de- 
cline. Shanghai market share has also slipped from 90 
to 60 percent to be replaced by biscuits from Guang- 
dong. Guangdong has many three kinds of partially or 
wholly foreign-owned enterprises that have imported so- 
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phisticated foreign equipment. The biscuits it produces 
are crisp and tasty. They have a shiny surface, a good 
aroma, and are attractively packaged. Consequently, en- 
terprises producing Shanghai biscuits have fallen on 
hard times. During the past several years, Shanghai has 
set up three large joint venture concerns having an an- 
nual capacity of more than 20,000 tons. As a result, 
their share of the Shanghai market has taken an up- 
turn to more than 70 percent; nevertheless, the amount 
of biscuits that Shanghai’s state-owned enterprises pro- 
duce has declined further. Statistics show that Shanghai 
State-owned enterprises that are losing money because 
of outdated products, sluggish technological transforma- 
tion, and unmarketable products, account for 10 percent 
of all money-losing state-owned enterprises in the city. 
That is 33 enterprises. However, some enterprises that 
have lost money because of the turnover of the key pro- 
duction element advantages after becoming joint ven- 
tures, with the parent body thus becoming an "empty 
shell," account for 3 percent of all state-owned enter- 
prises in the city, i.e., 10. 


5. Loss of macroeconomic control, ill-advised invest- 
ment, and the impact of illegal imports are other impor- 
tant reasons for enterprises’ losses. 


Loss of macroeconomic control shows up in two main 
ways: one is taking precipitate action to make ill-advised 
investments. For many products for which supply is 
greater than demand, much production capacity lies idle 
and large amounts of goods accumulate in inventory. 
Enterprises vie with each other in lowering prices in 
order to win markets. This is the main reason for electric 
fan wars, color television wars, refrigerator wars, latex 
glove wars, etc. For example, medical latex gloves 
are the main product of the Shanghai Latex Factory. 
These gloves formerly accounted for 70 percent of the 
plant’s output value and 80 percent of its profit. Since 
production of these gloves requires little investment, 
yields high returns, and employs simple technology, 
every jurisdiction competed with every other to invest 
in it. In 1987, only seven firms in the country produced 
these gloves on 32 production lines. As of the end of 
1988, there were 537 firms producing them on 1,043 
production lines at a total investment of more than 
2 billion yuan. Each production line has a capacity 
of 29 million gloves, so 20 billion gloves could be 
produced each year. However, the whole world needs 
only between 2 billion and 3 billion gloves a year. The 
export price of the gloves plummeted from $.09 each 
in 1988 to the present $.014. In 1991, the Shanghai 
Latex Factory lost 8.28 million yuan. Second is the 
impact of smuggling and illegal imports. Lack of strict 
government control leads to large scale smuggling and 
the entry of illegal imports. For example, the Shanghai 
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No. 3 Radio Plant is an established national video tape 
recorder [VCR] enterprise. The plant spent nearly 10 
years assembling its technical personnel and invested 
nearly 10 million yuan on the development of VCRs. 
However, with the large influx of illegal imports, 
Chinese produced VCRs cannot establish themselves in 
the market; consequently, the plant is suffering severe 
losses. 


6. Widening of the opening to the outside world results 
in enterprises that enjoy few economies of scale taking 
a pounding from foreign capital. This is an important 
reason why a number of high and new technology 
industries such as instruments have dwindled in size 
and incurred loses. 


The economies of scale are an important means that 
modern, developed country large enterprise blocs can 
use in international competition. Some Shanghai enter- 
prises enjoy no economies of scale. Even though they 
have some national tariff protection, because of the large 
per unit cost difference with large foreign concerns, they 
lose out in competition and they lose money. The most 
striking examples are Shanghai’s instrument component 
plants, most of which are losing money because they 
do not possess economies of scale. The DF300 cam- 
era, a high technology product, provides another exam- 
ple. When large amounts of imported goods entered the 
country in 1989, the Shanghai Camera Main Plant had 
not yet achieved economies of scale. At that time, its list 
price per camera was 1,750 yuan; but the list price of 
an illegally imported Japanese camera was 1,800 yuan. 
The plant lowered its price to 1,490 yuan, and the list 
price of the illegal import went to 1,550 yuan. The plant 
again lowered its price, this time to 1,290 yuan; but the 
competitor lowered its price to 1,350 yuan. When the 
plant had to sell its camera for 998 yuan, which was 
lower than the cost price, the price of the smuggled 
camera went lower to compete. Consequently, the cam- 
era plant sustained serious losses. Now the plant enjoys 
the economies of scale. In 1993, it produced 60,00 cam- 
eras at an international list price of $100 per camera. 
However, the Japanese Minolta DF300 camera sells for 
$170, so international camera dealers have placed large 
orders with China. So, the economies of scale are an 
important device used in modern market competition. 
In particular, once China recovers its GATT status, this 
competition will become more intense. The failure of 
some state-owned enterprises to achieve economies of 
scale is an important reason for their losses. 


7. The operating mechanism of state-owned enterprises 
lacks the flexibility of township and town enterprises 
and of the three kinds of partially or wholly foreign- 
owned enterprises. This is another reason why some 
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State-owned enterprises incur losses in the competition 
process. 


The inflexibility of state-owned enterprises in compari- 
son with township and town enterprises and three kinds 
of partially or wholly foreign-owned enterprises shows 
up in the following ways: 


First is in the decision making mechanism. The major 
decisions of state-owned enterprises are in the hands 
of government at a higher level; and government at a 
higher level has approval authority, but it does not bear 
the consequences of wrong decisions. Consequently, 
wrong decisions occur frequently, causing enterprises 
to lose money. An example is inauguration of the color 
film project of the Shanghai Photosensitive Film Plant. 
At that time, China had three such projects at Xiamen, 
Shantou, and Baoding. Supply clearly exceeded demand 
in the domestic market, but higher authorities felt 
another project was needed. Consequently, 200 million 
yuan was invested. The plant was built but its production 
was not up to standard. Product quality was poor. 
Each year the plant lost more than 10 million yuan. 
Both township and town enterprises, and three kinds 
of partially or wholly foreign-owned enterprises have 
their own decision making authority. Although they may 
make wrong decisions, they make fewer of them than 
State-owned enterprises. 


Second, state-owned enterprises lack a stimulus mecha- 
nism. Eguality in pay and benefits results in the depar- 
ture of large numbers of skilled people. Shanghai’s 101 
Plant, Shanghai’s No. 2 Radio Plant, and Shanghai’s 
No. 3 Radio Plant produce name brand products un- 
der the Sea Swallow, Red Lantern, and Meiduo [name 
as transliterated] labels. Large numbers of their tech- 
nicians have been enticed away by township and town 
enterprises in Jiangsu, Zhejiang, and Shanghai’s subur- 
ban counties, taking with them the plant’s technology 
and research and development achievements. Now, the 
products that these people produce are competing with 
the products of these three plants with the result that 
these three plants are mired in serious losses. The 101 
Plant has gone bankrupt, and the Shanghai No. 2 Radio 
Plant is about to go bankrupt. 


Third, the personnel mechanism is sluggish. Because 
they have responsibilities both upward and downward, 
state-owned enterprises are huge and overstaffed. They 
have many people, but tney cannot dismiss them or 
make reductions in force at will; thus, their labor costs 
are high. By contrast, township and town enterprises, 
and three kinds of partially or wholly foreign-owned 
enterprises are very streamlined. When they have too 
many people, they may dismiss them at will; thus, 
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their labor costs are low. This gives them a competitive 
advantage. 


Fourth, the marketing mechanism is lethargic. Under 
the planned economy, state-owned enterprises practiced 
centralized procurement and centralized marketing. The 
planned economy was also a shortage economy in which 
goods were like the emperor’s daughter: no shortage 
of suitors. Consequently, their marketing mechanisms 
were very weak, and their salesmen few in number and 
of poor caliber. Their marketing skills were also few. 
Many reasons account for the demise of the Shanghai 
Zhangguanghe Soft Drink Company related to its Snow 
Blue soft drink, but inferior marketing skills for Snow 
Blue are a major reason for its collapse. 


8. Not very effective plant managers, and inept adminis- 
tration and management are also important reasons why 
some state-owned enterprises lose money. 


Most state-owned enterprise managers are accustomed 
to the old planned economy in which they handled ev- 
erything according to orders from above, and most lack 
experience with a market economy. Consequently, they 
are unable to adapt during the period of transition from 
a planned to a market economy, and thus enterprises 
fail and lose money. For example, the losses and fail- 
ure of the Zheng Plant and the Huashen Electric Fan 
Main Plant were attributable to the lack of experience 
in a market economy of their former plant managers. 
Failure to operate a plant strictly, and inept administra- 
tion and management are other reasons enterprises fail. 
The Qingpu Chemical Fertilizer Plant and the Songjiang 
Absorbent Cotton Plant became mired in losses because 
of inept management and serious waste. Transfer of a 
plant manager and improvement of administration and 
management can quickly reverse losses. 


To summarize the foregoing, the reasons causing state- 
owned enterprise losses are very complex. There are 
reasons having to do with the irrational industrial 
Structure and regional structure and there are also 
institutional reasons; there are macroeconomic reasons, 
and there are microeconomic reasons. In short, one must 
pinpoint the reasons and prescribe the right medicine. 
For individual enterprises, an analysis of circumstances 
is even more important. Sometimes there is only a single 
reason; at other times there are numerous reasons. For 
enterprises that are losing money for many reasons, a 
comprehensive treatment regimen must be prescribed. 


Currently, there are three theories about the reasons 
state-owned enterprises lose money: One is the insti- 
tutional argument, which holds that the former system 
was defective, and that founding a modern enterprise 
system is the only way to solve the money-losing enter- 
prise problem. This point of view is generally accepted 
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in theoretical circles. The second is the endopathic the- 
ory, which holds that the main reason for enterprise 
losses is the low caliber of plant managers and inept 
internal administration and management. Therefore, the 
solution lies in changing plant managers and improving 
internal management. This point of view is common in 
the upper echelons of government having to do with 
enterprises. The third is the exopathic theory, which 
holds that the main reasons for enterprise losses are the 
heavy burdens they have had to bear historically, includ- 


‘ing lack of capital, heavy debts, numerous superfluous 


personnel who cannot be dismissed, and frequent high 
level interference that results in wrong decisions, etc. 
This point of view is universal among plant managers 
and plant directors. We feel that each of these points 
makes sense to a certain extent, and that all of them 
are also skewed to a certain extent. Take, for example, 
labor intensive industries like the cotton textile indus- 
try. Because of the high labor costs, even if changed 
to a modern enterprise system, these industries would 
still lose money. There are only two ways out: One is 
to transfer labor-intensive industries to low labor cost 
areas, i.e., to transfer them to inland areas of China or 
to township and town enterprises. The other is to adopt 
an external orientation strategy, selling products abroad 
instead of domestically, as Shanghai’s manpower costs 
are still much lower than in developed countries. This 
also applies to the endopathic and exopathic theories. 
In short, an analysis must be made of each situation 
to pinpoint the reasons in order to prescribe the right 
medicine. This is the right approach to solving enter- 
prises difficulties. 


We believe the following on the basis of this survey: 
The fundamental reason for the losses of state-owned 
enterprises is introduction of a competition mechanism 
and an elimination mechanism; the introduction of com- 
peting township and town enterprises; the three kinds of 
partially or wholly foreign-owned enterprises; and large 
international enterprises following the changeover from 
the planned economy to the market economy. Because 
State-owned enterprises are at a disadvantage in terms 
of the production elements structure and organization, 
and their competitors are at an advantage, they lose out 
and lose money in the course of competition, and some 
are verging on bankruptcy and elimination. Therefore, 
we feel that it is necessary to guard against studying 


- problems in a lopsided way. It is necessary to observe 


and study issues in the course of an antithetical struggle. 
Only by knowing oneself and knowing one’s adversary 
can one be victorious in every battle. 
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*Article Examines Power Equipment Quality 
Problems 


95CE0435A Beijing JIDIAN RIBAO in Chinese 
25 May 95 pl 


(FBIS Translated Text) On 18 May, ZHONGGUO 
DIANLI BAO front-paged a story by reporter Yan 
Jinghong, which criticized the sharp fall in quality of 
power equipment and called for immediate efforts to 
enhance the quality. The full text follows: 


From relevant authorities this reporter has learned that 
in 1994 power equipment suffered a sharp fall in quality. 
This has adversely affected power projects’s normal 
progress and their completion on time. It has therefore 
become an urgent task to enhance the quality of power 
equipment. 


In 1994, there were 10 problems with the quality of 
power equipment: First, more than 10 300,000-kilowatt 
or above turbogenerators were damaged or became se- 
riously defective when their stators were punctured, or 
when their rotors had a short-circuit. Some were perma- 
nently damaged when manufacturers narrowed the ven- 
tilation ducts when stacking the stator plates. Second, 
giant turbogenerators were manufactured with missing 
or the wrong parts, and excessively exceeded the er- 
ror margin. When the turbogenerators were installed at 
the construction site, the cylinders could not be cov- 
ered and some accessories could not be installed. Many 
generating units were returned to the manufacturers, 
which seriously delayed the progress of the projects. 
Third, the 300,000-kilowatt turbogenerator made with 
imported technologies failed to reach the rated capacity. 
Fourth, the turbogenerator’s digital speed-controlling 
system was inferior. Fifth, the dimensions of some boil- 
ers significantly exceeded the error margin. 


Sixth, the steel supports of the boiler failed to meet the 
specifications set for their column headpieces’ flat and 
Straight degrees, resulting in the connecting bolts’ low 
punching rate. In a few extreme cases, the rate was only 
80 percent. Seventh, electric motors used in factories 
were universally poor in quality, with a high breakdown 
rate. Many burned out when they were started or 
during trial-runs. Eighth, the transforming capacity of 
some 220-kilowatt and 500-kilowatt transformers is 
far beyond the set standard. Ninth, the hole-position 
errors of the punched plates of some hydropower 
generating units and magnetic yokes were much greater 
than allowed. When the plates were stacked at the 
construction site, the plates became stuck. The plates 
had to be re-drilled to make holes for installation. 
Tenth, accessory machines like the draught fan, feed 
pump and ball grinder were also inferior in quality. In 
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addition, problems with equipment for various projects 
were widespread. 


The above mentioned quality problems on many occa- 
sions seriously delayed the installation of power equip- 
ment, which affected generating units operating on 
schedule, and caused great monetary losses. When the 
Shuangliao Power Plant in Liaoning Province tested its 
generator No.1 for overspeed protection capability, the 
machine’s emergency safety equilibrium blocks twice 
shot out from behind because the fit-clearance exceeded 
the set standard and the stabilizing steel wire had a lower 
grade. The generator’s scheduled operation was thus 
deferred for 48 days. The Zhijiang Transformer Sub- 
Station in Hubei Province ordered a 220/120-kilowatt 
transformer, but the transforming capacity was beyond 
set standards, delivery was postponed for 21 months, 
and the project’s scheduled operation was thus delayed 
for 18 months. 


The basic reason the sharp fall in quality of power 
equipment is some units’ blunted sense of product qual- 
ity and in their faulty quality-control system. Specifi- 
Cally, this is seen in the following areas: First, the lead- 
ers, and the principal leaders of various manufacturing 
factories in particular, ignore product quality control. In 
the past two years, the production tasks of manufactur- 
ers have been heavy. To seek a high output value, and 
opportunities to report to higher authorities the com- 
pletion of projects ahead of time, some factories just 
left last details and quality problems to the construc- 
tion site. Second, the quality-management system did 
not function well, making strict examination impossi- 
ble. Quality examination departments at various lev- 
els failed to play their due role. As for problems that 
were discovered, most of them could have been detected 
beforehand through normal quality-examination chan- 
nels, yet they were missed. Third, some workers have 
a weak understanding of the importance of the quality 
and lack a strong sense of responsibility towards their 
work. Fourth, the required technological steps were not 
strictly followed in organizing production. Fifth, quality 
control over raw materials was not strictly controlled. 
Sixth, quality contro! over the parts produced by other 
factories or bought on the market was weak. In addition, 
problems arose when an enterprise transformed man- 
agement system or changed to a joint venture or share- 
holding business. These problems should not be over- 
looked either. In the transitional period, some factories’ 
original quality-management system was discontinued 
while the new system had not yet been able to func- 
tion. The shortage of funds also created difficulties for 
manufacturers in organizing production and strengthen- 
ing quality control. 
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There were also problems with product design and 
manufacturing technologies. In recent years, China has 
imported a large amount of manufacturing technolo- 
gies from abroad, yet the assimilation and use of the 
imported technologies remain problematic. Assimila- 
tion, mastering, improving and creating technologies 
is a fairly complicated system engineering. It involves 
equipment manufacturing techniques, product examina- 
tion, materials, standards, and even management. There 
have been frequent cases in which unskillful use of im- 
ported technologies caused equipment defects. 


The fall in the quality of power equipment has drawn 
great attention from relevant authorities. At present, the 
Ministry of Machine-Building Industry has taken mea- 
sures requiring manufacturing enterprises to improve 
and implement the quality responsibility system, in par- 
ticular that enterprise leaders keep pace with job under- 
standing, responsibility, and actual work. They should 
Strive to integrate the quality-assurance system, tech- 
nology breakthroughs and reliable work. We understand 
that the Ministry of Machine-Building Industry has de- 
cided to further strengthen supervision and examination 
over enterprise quality. Within the machinery industry, 
the previous practice of selectively examining products 
for supervision will be restored. The Ministry of Power 
Industry demanded that its representatives stationed in 
various factories further change their concepts while 
supervising manufacturing, improve concepts on qual- 
ity and contracts, have a better comprehension of sci- 
ence and technology as the primary productive forces, 
and strengthen the concept of providing comprehen- 
sive service. Meanwhile, economic means will be used 
to strengthen supervision over manufacturing. Rewards 
and penalties will be introduced to check the quality 
of manufacturing supervision work. Contracts will be 
signed to specify detailed rules for supervision. The 
Ministry of Power Industry also demanded its repre- 
sentative groups to strengthen the building of their own 
ranks, and establish a system of job responsibility and 
a system of rewards and penalties. This will gradually 
place manufacturing supervision work on a standard 
track and raise it to a new level. 


Finance & Banking 


Bank of China Records High Currency Withdrawal 


OW0208021495 Beijing XINHUA Domestic Service 
in Chinese 0638 GMT 20 Jul 95 


[By reporter Ding Jianming (0002 1017 6900)] 


[FBIS Translated Text] Beijing, 20 Jui (XINHUA) — 
According to statistics of the People’s Bank of China, a 
total of 28.47 billion in surplus money was withdrawn 
from circulation in the first half of this year, an increase 
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of 20.15 billion yuan over last year’s corresponding 
period. Judging from the first half of this year, this will 
be the best year in terms of money withdrawn from 
circulation since China’s founding. 


The previous best record was the 24.8 billion yuan 
withdrawn in the first half of 1990. The large volume 
of money withdrawn from circulation in the first half of 
this year has laid down a solid foundation for controlling 
money supply and inflation for the entire year. 


It is understood that the amount of withdrawn money 
in the first quarter of this year was 1.75 billion yuan, 
and it increased rapidly in the next three months. In 
particular, 4.2 billion yuan were withdrawn in June, an 
amount rarely matched since the country’s founding. 
Information shows that in 46 years since the founding 
of New China, a net withdrawa! of surplus money in 
the month of June occurred only in 1961. The amount 
withdrawn in that year was over 6 million yuan, while 
net money supply was experienced in the month of June 
for all other years. 


According to experts’ analysis, the fundamental cause 
for the excellent situation in withdrawn money in the 
first half of this year was that, since the second half 
of 1993, the state, in accordance with the then-chaotic 
economic and financial situation, promptly adopted a 
series of macroeconomic regulation and control mea- 
sures to straighten the financial order and strictly con- 
trol credit size, particularly the size of fixed asset in- 
vestment, thereby gradually bringing about stable na- 
tional economic operations. According to statistics, due 
to economic overheating and chaotic financial order in 
the first half of 1993, there was a record net money 
supply of 52.7 billion yuan. Later, following the grad- 
ual implementation of macroeconomic regulation and 
control measures, withdrawal of surplus money began 
in the first half of 1994 and the amount of net money 
withdrawn topped 8.32 billion yuan. 


On the other hand, as the state placed the job of checking 
inflation as a principal task in current economic work 
and implemented measures for safeguarding the value 
of long-term savings deposits, the people are gaining 
much confidence in government efforts to keep prices in 
check. Therefore, although the consumer market is in a 
peak sales period and the service industry is thriving due 
to the implementation of the two-day weekend system 
this year, not many people make purchases with their 
money. The people have deposited the majority of their 
income into banks. According to statistics, in the first 
half of this year, the savings deposits of urban and rural 
residents have increased by 403.7 billion yuan over the 
amount at the beginning of the year, or an increase of 
89 billion yuan over last year’s corresponding period. 
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This is a vital reason for the large volume of money 
withdrawn in the first half of this year. 


Besides, with the issue and use of a large volume 
of credit cards and the gradual promotion of wage 
payments through banks, a portion of money supply 
has been reduced. This has correspondingly increased 
the amount of money withdrawn in the first half of this 
year. 


BOC Reaps First Half Profit of 6.6 Billion Yuan 
OW0208104595 Beijing XINHUA in English 
1029 GMT 2 Aug 95 


(FBIS Transcribed Text] Beijing, August 2 (XINHUA) 
— The Bank of China (BOC), China’s foreign exchange 
bank, reaped a profit of 6.6 billion yuan (about 795 
million US dollars) during the first six months of this 
year. 

According to a BOC spokesman, the profit level, which 
ranks first among Chinese banks, is 1.8 billion yuan 
higher than that for the same period of last year, an 
increase of 37.5 percent. 


By the end of June the bank’s local currency deposits 
amounted to 336.6 billion yuan, of which 41.6 billion 
were attracted during the first half of 1995S. 


The BOC loaned 14.2 billion yuan from January to June, 
bringing its outstanding loans to 374.9 billion yuan in 
total. 


Its foreign exchange deposits, from both individuals and 
organizations, reached 26.752 billion US dollars by the 
end of May, 138 million US dollars more than at the 
end of 1994, while its hard currency lendings, plus its 
foreign exchange investment, totaled 49.2 billion US 
dollars in outstanding amounts, an increase of nearly 
1.12 billion, according to the spokesman. 


Following the tight monetary policy, the BOC paid back 
11 billion yuan of reloans to the People’s Bank of China, 
the country’s central bank, in the first half of this year. 
It also purchased 1.8 billion yuan-worth of bonds issued 
according to government policies. 


In response to the central bank’s call to enhance 
management and credit quality, the BOC has many of 
its branch banks operating under new and stricter credit 
and risk-control systems since the beginning of this year. 


New Law Strengthens Supervision Over Banks 
95CE0433b Beijing JINRONG SHIBAO in Chinese 
12 May 95 pl 


[Interview with Yin Jieyan (3009 0094 3508), vice 
governor of the People’s Bank of China, by JINRONG 
SHIBAO correspondent: "Strengthen the Supervision 
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and Regulation of Financial Institutions, and Maintain 
Steady Operation of Commercial Banks"] 


{[FBIS Translated Text] Following the adoption of The 
Commercial Bank Law of the People’s Republic of 
China by the Standing Committee of the National 
People’s Congress after consideration, a reporter of this 
newspaper interviewed Yin Jieyan, vice governor of the 
People’s Bank of China. 


[Correspondent] What is the necessity for creating the 
Commercial Bank Law of the People’s Republic of 
China? 


[Yin Jieyan] The Commercial Bank Law of the Peo- 
ple’s Republic of China (the Commercial Bank Law for 
short below) is one more major financial law adopted 
after the enactment of the People’s Bank of China Law 
of the People’s Republic of China. The law contains 
nine chapters and 91 articles, including General Princi- 
ples, the Establishment and Organization of Commer- 
cial Banks, Protection of Depositors, Basic Rules on 
Lending and Other Operations, Finance and Account- 
ing, Supervision and Regulation, Takeover and Closing, 
Legal Liabilities, and Annexes. The promulgation and 
enactment of the Commercial Bank Law will have far- 
reaching significance for the protection of the interests 
of depositors, the maintenance of the operational auton- 
omy of commercial banks, the improvement of the qual- 
ity of credit assets, the enhancement of the supervision 
and regulation of banks, the ensuring of steady opera- 
tion of commercial banks, the promotion of the reform 
of the commercial banking system, the maintenance of 
financial order, and the stimulating of the development 
of the socialist market economy. It marks a big step for- 
ward on the road toward causing things to be governed 
by the legal system and standardization in the reform of 
the banking system of our country. 


Since the Third Plenum of the 11th CPC Central Com- 
mittee, in order to accommodate the needs of social- 
ist modernization, various specialized banks have been 
restored or established over a period, and other com- 
mercial banks have also been developing rapidly. At 
present, in addition to the four major state owned 
commercial banks, our country also operates the fol- 
lowing banks—the Communications Bank, the China 
Trust Industrial Bank, Guangda Bank, Huaxia Bank, the 
Guangdong Development Bank, Xinye Bank of Fujian, 
Zhaoshang Bank, the Shenzhen Development Bank, the 
Pudong Development Bank of Shanghai, and the Invest- 
ment Bank of China, over 5,000 urban credit coopera- 
tives, and over 50,000 rural credit cooperatives. In ad- 
dition, over 100 foreign funded and joint venture finan- 
Cial institutions have been approved for establishment. 
In view of the need for the reform of the financial sys- 
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tem, pilot projects to organize urban cooperative banks 
are currently under way. The banking industry is the 
main component of our country’s financial system; the 
establishment and development of our country’s bank- 
ing system has played an important role in the reform 
of the economic system and in the development of the 
national economy in our country. However, currently 
the supervision and regulation of financial institutions 
are unable to accommodate the needs of the develop- 
ing situation, and there have occurred, in an extensive 
manner, such problems as operations of financial insti- 
tutions in violation of rules and regulations and outside 
prescribed business areas, resulting in financial disorder 
that seriously affect the security and steady operation of 
the banking industry. All this indicates that banks still 
lack internal self-constraining mechanisms; there is also 
a lack of effective means for external supervision and 
regulation of the banks. In 1986 the State Council put 
into effect the Provisional Rules on Bank Regulation of 
the Peopie’s Republic of China, which has played some 
role in the supervision and regulation of banks, but today 
many parts of the Rules are no longer appropriate to the 
supervision and regulation of the banking industry un- 
der the socialist market economic system. The Decision 
on Several Issues Relating to the Establishment of a So- 
Cialist Market Economic System adopted by the Third 
Plenum of the 14th CPC Central Committee and the 
State Council Decision on the Reform of the Financial 
System both demand the exercise of strict supervision 
and regulation of financial institutions and the ensuring 
of steady operation of the financial system; they also de- 
mand the expeditious formulation of a commercial bank 
law. Banks are enterprises engaged in the business of the 
special commodity—money—and have great responsi- 
bility toward society; the results of their operations have 
a large impact on social stability and economic devel- 
opment. Therefore, it is highly necessary to formulate a 
commercial bank law that will impose legal norms on 
the behavior of commercial banks. 


[Correspondent] Would you please discuss the idea 
guiding the formulaticn of the Commercial Bank Law? 


[Yin] The idea which guided us in the drafting of 
this law was to formulate a commercial bank law 
truly appropriate to the situation of our country by 
referring to common international practices, in view of 
the needs generated by the establishment of a socialist 
market economic system and the current status and 
development direction of our country’s financial system. 
Two principles were adhered to in the drafting process: 
one was to conform to the objectives and demands 
raised on the basis of decisions by the CPC Central 
Committee and the State Council on the establishment 
of a socialist market economic system and on the reform 
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of the financial system, while taking into account the 
actual situation in the period of transition from the old 
system to the new, especially the process of transition 
from specialized banks to state owned commercial 
banks; the other was to refer to and adopt successful 
experience and practices abroad on the basis of also 
taking account of realities in China. 


(Correspondent) What rules does the Commercial Bank 
Law have on maintaining the operational autonomy of 
commercial banks and on ensuring the transformation 
of specialized state banks into state owned commercial 
banks? 


[Yin] The main legislative goal of our country’s Com- 
mercial Bank Law is to protect the legitimate rights and 
interests of commercial banks so that commercial banks 
will become legal person enterprises that engage in the 
business of money and funds, act under the operational 
principles of efficiency and security, enjoy operational 
autonomy, assume independent risks, assume indepen- 
dent responsibility for profits and losses, and exercise 
self-constraint. Under the traditional planned economic 
system, monetary funds were not regarded as a com- 
modity, and credit funds were used as fiscal funds, with 
policy loans and commercial loans mixed up in opera- 
tions; as a result, enterprises would eat from the "com- 
mon pot” of bank funds, and state financing would use 
bank funds, while banks did not attach sufficient im- 
portance to returns on the funds used. To resolve this 
problem, it is necessary to effectively transform the op- 
erating mechanisms of banks, so that banks will, in ac- 
cordance with laws of market economics, independently 
use credit funds, assume risks for credit assets, optimize 
the deployment of funds, and raise returns on the credit 
funds used. This is also an important condition for curb- 
ing enterprises that eat from the “common pot" of bank 
funds, for pushing enterprises toward the market, and for 
establishing a modern enterprise system. To that end, 
the Commercial Bank Law stipulates that commercial 
banks shall be legal person enterprises, thereby estab- 
lishing the legal person status of commercial banks. The 
Commercial Bank Law also stipulates that commercial 
banks shall not be subject to interference from any unit 
or individual when carrying out business operations in 
accordance with the law; that no unit or individual shall 
order commercial banks to issue loans or provide guar- 
antees; and that commercial banks shall have the right to 
reject requests made by any unit or individual for issuing 
loans or providing guarantees. In this respect, the chap- 
ter, Legal Liabilities, also stipulates relevant penalties, 
thereby ensuring the operational autonomy of commer- 
cial banks, especially state owned commercial banks. As 
commercial banks are the main provider of credit funds 
in our country and as the development of enterprises 
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as well as the national economy cannot proceed with- : 


out funding support, commercial banks must, in view 
of the need of the development of the national econ- 
omy and society and under the guidance of the state’s 
industrial policy, carry out lending operations to sup- 
port economic construction of the country, performing 
commercial bank functions to gather funds to serve en- 
terprises, while maintaining operational autonomy. 
[Correspondent] What provisions does the Commercial 
Bank Law have on raising the quality of banks’ credit 
assets? 


[Yin] The low quality of bank credit assets at the present 
time is mainly manifested in the increase in some bank 
loans which are not repaid on time, which do not 
generate income, and which have gone sour. There are 
reasons of various kinds for the low quality of credit 
assets; there are historical reasons and system based 
reasons, and there are also such reasons as interference 
from various sources as well as the lack of effective 
means on the part of banks themselves. The low quality 
of bank credit assets seriously affects the commercial 
bank capital adequacy rate and the circulatory nature of 
commercial bank assets, a situation which is harmful to 
the security and steady operation of commercial banks, 
to the improvement of returns on credit funds, and to 
the acceleration of fund flows. Therefore, to endeavor 
to raise the quality of bank credit assets is an important 
and difficult task today. 


To raise the quality of bank credit assets is to enhance 
the security of credit assets, reduce risks, accelerate 
fund flows, reduce losses, and increase profits. The 
Commercial Bank Law acts to raise the quality of 
commercial bank credit assets through the following 
provisions: 1) it demands that commercial banks act 
under the operational principles of efficiency, security, 
and flow, exercising operational autonomy, assuming 
independent risks, assuming independent responsibility 
for profits and losses, and exercising self-constraint,; 
2) it demands that in carrying out credit operations, 
commercial banks rigorously examine the credit status, 
use of loans, repayment capability, and repayment 
modality in relation to loan applicants, using the practice 
of loan guarantees so as to ensure the timely repayment 
of loans; 3) it demands that commercial banks use a 
credit system under which in the lending process loan 
approvals and loan disbursement are kept separate, with 
approvals given at separate levels; 4) it requires that 
commercial banks sign written lending contracts with 
borrowers; 5) it regulates the asset liability ratios of 
commercial banks; 6) it prohibits commercial banks 
from giving to persons with connections credit loans 
or loans with conditions better than the conditions of 
similar loans given to other borrowers; 7) it prohibits 
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any unit or individual from ordering commercial banks 
to provide loans or guarantees; 8) it demands that a 
borrower repay the principal of the loan and pay interest 
on time; 9) it investigates criminal responsibility of, and 
pursues criminal proceedings against, commercial bank 
workers who have caused major damage to the interests 
of the state and the people because of their negligence of 
duty; and 10) it authorizes the People’s Bank of China 
to conduct, at any time, examination and supervision 
with regard to a commercial bank situation regarding 
such things as deposits, loans, account settlement, and 
bad debts. 


[Correspondent] How does the Commercial Bank Law 
embody the principle of sectorial operation and sectorial 
regulation as applicable to the financial industry? 


[Yin] In recent years, financial institutions have been 
developing rapidly in our country; but as corresponding 
supervisory and regulatory measures have not kept 
pace, the problem of cross-sectorial operations is rather 
serious. This situation has not only weakened the effects 
of macro-level financial regulation and control, but 
also increased operational risks incurred by financial 
institutions and the difficulty of financial regulation 
and control, thereby causing detriment to the stability 
of financial order. Bank credit funds are mainly used 
for loans for industrial and commercial enterprises and 
other short-term funding needs of those enterprises. If 
banks and nonbank financial institutions conduct cross- 
sectorial operations, letting short-term funds be used 
on a long-term basis, the operational risks of large 
commercial banks are certain to be increased greatly; 
this situation is harmful to the protection of the interests 
of depositors and clients, and will weaken the effects 
of macro-level regulation and control in an overall 
manner. When banks engage in nonbank businesses on 
the basis of taking advantage of their credit strength, it 
will lead to unfair competition with trust and securities 
institutions of various kinds. The mutual transfers of 
funds and business operations among the banking, trust, 
and securities sectors will result in great difficulties 
for financial supervision and regulation. Practice in the 
financial area over recent years has testified to the 
harm caused by cross-sector operations. Consequently, 
the Commercial Bank Law stipulates that within the 
territory of the People’s Republic of China commercial 
banks shall not engage in trust investment and stock 
business ali not invest in immovable property that 
they doi and that there shall be rigorous separation 
between sectors in terms of business operations and 
regulatory activities. 


{Correspondent} How does the Commercial Bank Law 
embody protection for interests of the depositor? 
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[Yin] Protecting the interests of depositors is the basic 
purpose of commercial bank law as well as bank su- 
pervision and regulation in countries around the world. 
Commercial banks are special enterprises engaged in 
the business of money, and carry out banking opera- 
tions mainly through taking deposits from the public; 
they are in a high debt, high risk industry, and their op- 
erations have a bearing on tens of thousands of house- 
holds. Therefore countries have all acted to protect the 
interests of depositors through making laws and exer- 
Cising financial supervision and regulation. Our coun- 
try’s Commercial Bank Law fully embodies this princi- 
ple; it not only has provisions in General Principles, but 
also contains provisions specially designed for protect- 
ing depositors in Chapter III: “In conducting individual 
savings deposit business, commercial banks shall abide 
by the principles of voluntary deposit, freedom of with- 
drawal, and confidentiality for depositors.” Except when 
stipulated otherwise by the law, commercial banks are 
entitled to reject a request from any unit or individual 
to conduct inquiry, freezing, withholding, or transfer- 
ring with regard to individual savings deposits or unit 
deposits. 


[Correspondent] How will the financial system study 
and implement the Commercial Bank Law? 


[Yin] The promulgation of the Commercial Bank Law is 
another milestone in the reform of the financial system 
as well as for establishing legality in the financial 
area in our country; and it is a big event in the 
financial world of our country. Financial institutions, 
especially commercial banks, should conscientiously 
study, propagate and implement the Commercial Bank 
Law. Leading bodies of financial institutions at all levels 
should carry out the study and implementation of the 
Commercial Bank Law on the premise that this work is 
a major task, raise awareness and consciousness of the 
law and legality on the part of cadres and employees 
at large in the financial system through propaganda 
and education. Commercial banks should carry out 
business operations in accordance with the provisions 
of the Commercial Bank Law. The People’s Bank 
should conduct rigorous supervision and regulation 
in accordance with the law, making sure that laws 
are observed, that law enforcement is strict, and that 
actions are taken against lawbreakers, in a common 
effort to maintain the seriousness of the Commercial 
Bank Law. Financial institutions, especially commercial 
banks, must work expeditiously to revise rules and 
regulations which are in conflict with the Commercial 
Bank Law. The People’s Bank should do a good job 
of drafting supporting rules and regulations as well 
as implementing rules, so as to effectively ensure the 
success of the Commercial Bank Law. 
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Foreign Trade & Investment 


Official on Software Copyright Protection 
OW0208094995 Beijing XINHUA in English 

0921 GMT 2 Aug 95 

(FBIS Transcribed Text] Beijing, August 2 (XINHUA) 
— China will further strengthen administrative protec- 
tion of software copyrights as an effective supplemen- 
tary means to safeguard the interests of domestic and 
foreign software developers and dealers, said an official 
with the Ministry of the Electronics Industry here today. 


Chen Chong, deputy director of the Department of Com- 
puter and Information Technc!ogy under the Ministry 
of the Electronics Industry, noted that China has es- 
tablished a “comparatively perfect" legal system, in- 
cluding the Copyright Law and Regulations Regarding 
Computer Software Management, to protect intellectual 
property rights. However, administrative management 
Ought to continue to play an important role in the cur- 
rent period, when the detailed rules and regulations for 
the carrying out of the laws have still not been com- 
pletely worked out. 


Moreover, he disclosed, the ministry and other govern- 
mental organs will further strengthen their supervision 
of software manufacturing and market management to 
Standardize this “special hi-tech industry” as soon as 
possible. 

During the past three years the effect of a package of 
strict legal and administrative measures adopted by the 
Chinese Government have been partly reflected by a 
conspicuous increase in software sales, he said. 


Statistics show that the country’s software sales reached 
two billion yuan (239.8 million US dollars)-worth 
in 1992, when the Regulations Regarding Computer 
Software Management first went into force. The sales 
volume doubled in the next year, and climbed to 4.9 
billion yuan in 1994. 


He pointed out that the enhancement of administrative 
measures to help safeguard the interests of domestic 
and foreign software developers and dealers will give 
a boost to foreign companies’ involvement in the 
domestic software business. He added that there has 
been a remarkable growth in foreign investment in the 
sector over past few years. 


So far, there are more than 1,000 software factories 
across the country, employing at least 120,000 workers, 
according to the ministry’s latest statistics. 


Chen said that, as a governmental organ in charge of 


software production, the ministry extends “a warm wel- 
come” to overseas investment in this field, and espe- 
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cially encourages co-operation with domestic software 
companies for the founding of joint ventures here. 


Use of EDI Systems To Boost Foreign Trade 
HK0208053695 Beijing CHINA DAILY in English 

2 Aug 95 pS 

[Article by Sun Hong: “Computer Superlink Is a Vital 
Key"] 

(FBIS Transcribed Text] China plans to improve its 
computer network to boost its foreign trade it signalled 
yesterday. 

It plans to promote the introduction of electronic data 


interchange (EDI) system by which computers speak 
easily and efficiently to each other under a standardized 


structure. 


The Ministry of Foreign Trade and Economic Co- 
operation (MOFTEC) said yesterday it plans EDI as a 
major tool to boost foreign trade. 

But it advised the plan would include establishing 
standards, a service centre, networks, and the regulations 
governing EDI, officials told a seminar in Beijing 
yesterday. 


It was held by MOFTEC’s science and technology 


department and International Business newspaper. 


EDI, a fast-developing concept, involves the electronic 
transfer between computers information — using an 
agreed standard to structure the information. 


EDI promoters claim it can lower costs, increase com- 
munication speeds and reduce errors common in tradi- 
tional paper-based information flow. 


Liu Hu, a MOFTEC director general, said as EDI 
becomes a increasingly widely-adopted tool in world 
trade, it has become a “crucial element that affects a 
country’s foreign trade.” 

Chinese enterprises have complained in recent years that 
documents were delayed at Customs of foreign countries 
because these countries put EDI users as a priority for 
Clearance. 


It led to lots of business opportunities because potential 
foreign partners preferred to dealing with enterprises 
that had EDI. [sentence as published] 

“To break trade barriers and integrate China's trade into 
the world regime, China is to put the more widespread 
use of EDI into its agenda for the 1996-2000 period,” 
China plans to invest heavily into developing accompa- 
nying networks, computers and software to bolster EDI 
use. 
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Telecoms and computer enterprises, like General Mo- 
tors, AT&T, IBM, and Hewett Packard have indicated 
an interest in EDI in China. 

MOFTEC now plans to build a nationwide EDI service 
centre, to promote it. 

it will provide networks, information consulting ser- 
vices, and exploitation of software and hardware. 

In the southern city of Guangzhou, a regional EDI 
service centre has already been established. 


And Shenzhen is also scheduled to open a similar centre 
soon. 


New standards concerning foreign trade based on inter- 
national standards will be drafted, the State Bureau of 
Technical Supervision said. 

In October, China will implement six national standards 
on foreign trade documents. 

They will cover commercial invoices, packing lists, 
shipping documents, certificates of origin for exports, 
China started to introduce EDI in 1990. 

Since then, the country has drafted 22 national standards 
for EDI. 


Experts warn it is vital that legal rights of EDI users are 
protected. 


Foreign Investment in Changchun Profiled 


0W0208104795 Beijing XINHUA in English 
1005 GMT 2 Aug 95 


{[FBIS Transcribed Text] Changchun, August 2 (XIN- 
HUA) — The hi-tech zone of this capital of Jilin 
Province in northeast China has accepted the setting 
up of 135 foreign-funded companies with a total invest- 
ment of 375 million US dollars, including 124 million 
US dollars of foreign funds. 


Established in 1992, the zone has generated an output 
value of 1.8 billion yuan, according to statistics. 


Overseas investors in the zone includes such big names 
as the General Motor, Ford, Siemens and Itochu, which 
have put in the zone investment surpassing 1.5 million 
US dollars each. 


Co-operating with the First Automobile Group of China, 
the Japan-based Itochu Co. Lid set up an automobile 
air-conditioner plant here last October, involving invest- 
ment totaling 24.28 million U.S. dollars from both sides. 
Upon completion, the plant will boast an annual pro- 
duction capacity of 210,000 air-conditioners worth 800 
million yuan. 
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Siemens of Germany and the Changchun North Elec- 
tronics Factory have jointly invested 18.06 million dol- 
lars in an automobile electronics corporation. 


An aluminum radiator company jointly funded by the 
Ford Company and the First Automobile Group is 
expected to reach an annual production capacity of 
234 million yuan-worth, and turn over profits and taxes 
totaling seven million yuan a year. 


According to a survey report, the joint ventures of 
the multinational companies could generate an annual 
output of 3.3 billion yuan-worth and turn over 450 
million yuan in taxes and profits annually when they 
all go into operation. 


Agriculture 
Yellow River Basin ‘Major’ Grain Producer 


OW0208063195 Beijing XINHUA in English 
0554 GMT 2 Aug 95 


([FBIS Transcribed Text] Yinchuan, August 2 (XIN- 
HUA) — Massive water-control projects and modern 
agricultural science have turned the Yellow River Basin 
in the northern part of China, once the country’s largest 
grain-deficient area, into a major grain producer. 


Official figures show that last year the area produced 
181 million tons of grain, 7.64 million tons of oil crops, 
five million tons of sugar crops, 7.97 million tons of 
meat and 3.76 million tons of aquatic products, all 
quadrupling the figures of ten years ago. 

The Yellow River, the second-longest in China, is about 
5,464 km in length. It runs through the provinces of 
Qinghai, Gansu, Shaanxi, Shanxi, Henan and Shandong, 
and the Inner Mongolia and Ningxia Hui autonomous 
regions. 


Plagued by periodic drought and floods, the area, 
covering one-third of the country’s landspace, used to 
be the major grain-deficient area in China. 


Since the founding of New China in 1949, the central 
government has invested mre than 10 billion yuan in 
the building of dozens of large irrigation facilities, 20 
of which cover 66,000 ha each. 


So far, the irrigated farms in the Yellow River Basin 
cover a total of 6.6 million ha and produce 70 percent 
of the total grain output of the area. 


On the lower reaches of the river, for example, more 
than 100 culverts, pumping stations and siphon projects 
have produced 2.3 million ha of irrigated farms, the 
largest gravitation-irrigation area in China. 


Soil erosion is another headache for farmers in the 
area. Official figures show that 70 percent of the Loess 
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Highland in the Yellow River Basin suffers from soil 
erosion. 

Since the Seventh Five-Year-Plan (1986-1990), thou- 
sands of scientists and technicians from all parts of 
the country have built 11 erosion-control experimental 
zones in the area, bringing the soil erosion area down 
to 149,800 sq km from 430,000 sq km. 


It is estimated that successful soil erosion control in the 
area has contributed to the production of an additional 
53.8 million tons of grain, worth 20 billion yuan, in the 
past few years. Meanwhile, 138 counties which suffered 
serious soil erosion have now become self-sufficient in 
grain. 


The application of new farm technologies, including 
new farming methods and improved breeds, also backs 
local agricultural development. Over the past decade 
more than 150 new crop seeds have been introduced 
into the area. 


Plan for Agricultural Development in Hunan 
OW0108144095 Beijing XINHUA in English 
1421 GMT 1 Aug 95 


{(FBIS Transcribed Text] Changsha, August 1 (XIN- 
HUA) — Recently, a company in Longshan County in 
the western part of Hunan, signed a contract worth 10 
million yuan with a Thai company to produce health 
care products made from the yangtao, a kind of wild 
fruit growing in central and south China. 


This agricultural province in central China has devel- 
oped nine million mu (about 600,000 ha) of hilly areas 
since last winter as a strategy of local government to 
improve agriculture. 


The local government had 300 million yuan (about 36.6 
million U.S. dollars) by May for development funds, 
of which 190 million yuan was raised by individual 
farmers. 


Yueyang, Hengyang, Huaihua and Xiangxi, four au- 
tonomous prefectures in the province, have drawn more 
than SO million yuan in foreign investment this year, a 
sharp increase over last year. 


Hunan has a total land area of 211,800 sq km, with 14 
million ha of hills suitable for farming, forestry, and 
livestock-raising. 


The rich land resources, if developed, will help to 
improve Hunan’s agricultural modernization, farmers’ 
income, and potential, experts said. 


Since last winter, local leaders have taken the initiative 
to develop wasteland and barren hills and construct new 
agricultural product bases. 
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To provide more flexible policies for the development, 
the provincial party committee and the local government 
have explored methods such as selling shares, contract- 
ing out work, auctioning off the land to transfer title to 
businesses or individuals who are willing to develop it. 


In Changde, Yiyang, and Loudi, two million peasant 
families have developed over 293,000 ha of hilly land 
near their courtyards with their own money, according 
to statistics. 


This report may contain copyrighted material. Copying and dissemination 
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East Region 
Jiangsu’s Shen Daren on Market Economy 


0W0208093595 Nanjing XINHUA RIBAO in Chinese 
18 Jul 95 pp 1, 3 


["Report" by NANJING RIBAO reporter Jin Weixin 
(6855 0251 1823): "Use Legal Measures To Guide, 
Regulate, and Safeguard the Development of the Market 
Economy — Shen Daren, Chairman of the Provincial 
People’s Congress Standing Committee, Answers a 
Reporter’s Questions"; time and place not given] 


{FBIS Translated Excerpt] The establishment and per- 
fection of the socialist market economic system must be 
guided, regulated, and safeguarded by a sound legal sys- 
tem. How can we use legal means to safeguard the de- 
velopment of the market economy? What achievements 
has Jiangsu made with regard to the legislation of local 
laws, and especially the legislation of economic laws? 
What has the provincial people’s congress accomplished 
in exercising stronger supervision of law enforcement? 
This reporter recently interviewed Shen Daren, chair- 
man of the Jiangsu Provincial People’s Congress Stand- 
ing Committee, and asked these questions. 


{Jin} China’s planned economic system is now at the 
crucial stage of being replaced by the socialist market 
economic system, and the role of the legal system 
is playing an increasingly important role. Would you 
please comment on this? 


[Shen] The 14th Party Congress set the goal of estab- 
lishing the socialist market economic system, and the 
Third Plenary Session of the 14th CPC Central Com- 
mittee called for building a preliminary legal system 
compatible with a socialist market economy. To con- 
form to the needs of socialist market economy devel- 
opment, the Eighth National People’s Congress [NPC] 
Standing Committee accelerated its legislative pace, es- 
pecially the pace of economic legislation, and drew up 
many important laws to regulate the main business sec- 
tors, maintain market order, improve macroeconomic 
control, and provide stronger social protection. The im- 
plementation of such laws as the Corporation Law, the 
Commercial Bank Law, the Law for Countering Ille- 
gitimate Competition, and the Law for Protecting Con- 
sumers’ Rights and Interests has played an important 
role in establishing and perfecting the socialist market 
economic system. 


[Jin] Jiangsu has also expedited its legislative pace 
in recent years. What legislative achievements has the 
eighth provincial people’s congress standing committee 
made? 


[Shen] In accordance with the requirements for devel- 
oping the socialist market economy, the newly-elected 
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standing committee of the eighth provincial people’s 
congress insisted on giving legislation top priority. On 
the basis of a thorough investigation, studies, and wide- 
spread solicitation of views, we drew up Jiangsu’s 1993- 
1997 legislative plan. The legislative process has accel- 
erated noticeably. We drew up 14 local laws in 1993 and 
22 other local laws in 1994. So far this year we have 
drawn up nine local laws. As of June 1995, we had 
enacted and amended 45 local laws. During the same 
period, we approved 26 other local laws which Nan- 
jing, Wuxi, Xuzhou and Suchou had drawn up. [passage 
Omitted] 


(Jin) Would you comment on Jiangsu’s enactment of 
local laws? 


(Shen] The establishment of a legal system must 
conform to the socioeconomic foundation. Currently, 
China’s planned economy is in the process of being 
replaced by the socialist market economic system, and 
the establishment of the legal system still cannot adapt 
to the needs of the market economic development. 
Economic legislation, in particular, still lags behind. 
Thus both central and local authorities have given eco- 
nomic legislation priority in their lawmaking efforts. 
Since 1993, Jiangsu has made great efforts to expedite 
economic legislation, and the number of economic laws 
enacted each year since then has accounted for at least 
50 percent of the total number of laws enacted. Jiangsu 
has drawn up many important laws to regulate the main 
business sectors, maintain market order, and exercise 
stronger macroeconomic control, such as the Jiangsu 
Regulations for Urban and Rural Markets, the Jiangsu 
Regulations for Appraising the Values of Investments 
by Foreign Businesses, the Jiangsu Regulations for 
Supervising Price Control, the Jiangsu Regulations 
for Post and Telecommunications, and the Jiangsu 
Regulations for Protecting Basic Arable Land, and so 
forth. [passage omitted] 


(Jin) In addition to legislation, the people are also very 
much concerned with law enforcement. How do you 
assess the current law enforcement situation in Jiangsu? 


[Shen] On the whole, Jiangsu’s law enforcement is quite 
satisfactory. All state organs have accomplished a great 
deal of work in this regard. However, we must be aware 
that the phenomena of bypassing the law, not strictly 
enforcing the law, and ignoring lawless conduct are 
still quite common in certain areas and departments. 
[passage omitted] 


[Jin] What has the provincial people’s congress standing 
committee accomplished in providing stronger supervi- 
sion over law enforcement? 
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[Shen] [passage omitted] When inspecting law enforce- 
meat, all higher and lower authorities have coordinated 
their efforts to check all major cases. We have made it 
a practice to commend those who have set good exam- 
ples, and set time limits for law enforcement authorities 
to correct problems we have found and to improve their 
law enforcement. We have also set time limits for au- 
thorities concerned to lawfully handle various typical 
cases of lawless conduct. Meanwhile, we also attach 
great importance to the role played by the media and 
use them to publicize activities pertinent to law enforce- 
ment and to report typical cases of lawlessness and how 
they have been handled. [passage omitted] 


Shandong’s Weihai Literary, Art Broadcasts Begin 


5K0208030295 Jinan Shandong People’s Radio 
Network in Mandarin 2300 GMT 1 Aug 95 


[FBIS Translated Text] The literary and art station of 
Weihai People’s Broadcasting Station officially began 
broadcasting on 1 August. 


*Shanghai Banking Operation Plans Reviewed 


95CE0431A Shanghai SHANGHAI JINGJI 
[SHANGHAI’S ECONOMY] in Chinese 30 Mar 95 


[Article by PBC Shanghai Branch President Mao 
Yingliang (3029 2019 2733); edited by Lu Daosheng 
(7120 6670 3932): "On Tighter Financial Macroeco- 
nomic Regulation and Control in Active Support of 
the Sustained, Rapid, and Healthy Development of 
Shanghai’s Economy"} 


(FBIS Translated Text) Shanghai’s banking system is 
acting under the guidance of Comrade Deng Xiaoping’s 
theory on building socialism with distinctive Chinese 
characteristics and the party basic line; and is focused 
on Shanghai’s development strategy of “one leader 
with three centers," uniting as one, endeavoring and 
struggling, developing and pioneering, and doing solid 
work in vigorous support of Shanghai's successful 
reform and opening and the sustained, rapid, and healthy 
development of our national economy. 


1. All deposits are growing steadily. In 1994, all 
Shanghai financial institutions acquired new and in- 
creased deposits of all types in the amount of 95.87 
billion yuan, up 52.2 percent, making 1994 our year of 
largest growth; this increase was equal to Shanghai’s en- 
tire deposit balance of three years ago. It is particularly 
heartening that starting in March 1994, we reached a 
point, where for the first time, deposits exceeded loans; 
this changed Shanghai’s history of credit shortage, in- 
creased bank capital, and created advantageous terms 
for the growth of Shanghai’s banking profession. 
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2. Our credit structure is being adjusted for a 
stronger input dynamic. Ail financial institutions are 
tightening their credit management and optimizing their 
fund orientation for a steadily growing credit input dy- 
namic. Our 1994 new and increased lending of 48.81 
billion yuan (not including $200 million in loans) was 
up 26.5 percent, making 1994 our year of greatest lend- 
ing input growth. That included new and increased bank 
lending according to credit "piecemeal" management of 
28.34 billion yuan, up 20 percent, and strictly controlled 
within the credit scope assigned by ine PBC!People’ 
Bank of China] head office. New and increased lend- 
ing, according to noncredit "piecemeal" management by 
banks and nonbank financial institutions, was 20.46 bil- 
lion yuan, up 50.8 percent. 


To tighten and improve financial macroeconomic regu- 
lation and control, we are achieving a rational disposi- 
tion of capital, holding joint bank president conferences 
and seasonal fund management meetings to keep close 
ties with the Shanghai Planning and Comprehensive 
Economic Work Commissions, practicing more flexi- 
ble fund management, and making timely adjustments. 
Based on Shanghai’s economic growth and capital de- 
mand, we are making timely reports to the PBC head 
office, increasing all seasonal lending, and proceeding to 
plan and manage flexibly credit funds among all banks 
and industries. This is promoting economic growth and 
social stability. 


3. Our money markets are growing 
soundly.Shanghai’s money markets are again achieving 
new developments. 1) The PBC head office has chosen 
Shanghai as the site for the China Exchange Trans- 
action Center and the Central Bank’s Open Market 
Operations Office. The China Exchange Transaction 
Center was officially opened on 4 April 1994. It is 
operating normally, with exchange rates stable, and 
with trade growing steadily. Its 1994 trading volume 
reached $40.77 billion. It has a network of 26 large and 
medium Chinese cities, and is laying a solid foundation 
for China’s exchange reform; and it ia establishing 
Shanghai as our national exchange transaction center. 
2) Shanghai’s securities market is growing rapidly. 
Our 1994 securities transactions of all types topped 
2.5 trillion yuan, 10 times that of 1993. This included 
national treasury bond transactions of 1.9 trillion yuan, 
or 76 percent of the total, which changed Shanghai’s 
securities market of mostly stock trading to an equal 
emphasis on stock and bond trading. 3) Shanghai's 
interbank [horizontal] call market is reaching new 
heights in development and expantion of its market 
service functions. In 1994, its accumulated lending 
funds reached 210 billion yuan, making Shanghai the 
leader among all provinces and cities with the most 
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horizontal lending [borrowing]. The gross lending 
amount of the Shanghai Finance Center alone exceeded 
108.6 billion yuan, up more than 60 percent. 


4. Our bank opening up to the outside world and in- 
ternational contacts are expanding. In 1994, Shang- 
hai approved the establishment of seven business-type 
(commercial) foreign financial institutions and 32 rep- 
resentative offices. By the end of 1994, Shanghai had 
33 commercial foreign financial institutions, 28 percent 
of those throughout China, and 87 representative of- 
fices, 22 percent of those throughout China. On the heels 
of the US. First National City Bank [Citibank], other 
banks such as the U.S. AlG Insurance Group, the Ori- 
ental Exchange Bank, and the Standard Chartered Bank 
have also moved their China regional headquarters to 
Shanghai. Many foreign banks have placed their China 
fund operation centers in Shanghai. Shanghai’s foreign 
financial institutions have become a key component of 
Shanghai’s financial organization system. By the end 
of 1994, Shanghai’s foreign financial institutions had 
deposit and loan growth rates of 51 percent and 129 
percent; they had gross assets of $5.202 billion, up 92 
percent from 1993; and they had over 43 percent of the 
gross assets of all foreign financial institutions through- 
out China. Most of them are already making profits, 
showing that Shanghai’s foreign financial institutions 
have developed a sound growth operation. 


$5. Our commercial banking reform is progressing 
rapidly. With the founding and operation of the China 
Import-Export Bank [CIEB], the State Development 
Bank [SDB], and the China Agricultural Development 
Bank [CADB] [China’s three new policy banks}, Ue 
Shanghai the out-transfer of policy-relate t ssiness has 
been completed. The Shanghai branch vi i>’ “ 4DB 
Officially opened on 20 January 1995. All of Shang- 
hai’s special banks have improved their internal man- 
agement, drawing on the expertise of overseas commer- 
cial banks to practice assets ratio and risk management 
within lending quotas, and combining control of overall 
lending with tighter internal fund management and risk 
prevention. Our existing commercial banks are practic- 
ing management of scale grounded in assets liability 
ratio management, in accordance with the international 
commercial banking norms of the "Basle Agreement" 
to perfect the assets liability and risk ratio management 
methods, which are raising their level of operation and 
management. 


6. Our exchange reform is proceeding smoothly. 
China’s exchange rates merger and elimination of ex- 
change retention, and the institution of the reform of our 
bank exchange settlement and sale system, are having 
a crucial impact on Shanghai as a business center and 
large port city. We have drawn up the pertinent reform 
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operating methods, detailed rules and regulations, train- 
ing staffs, and implementing measures for the smooth 
and stable conversion of our exchange management sys- 
tem. Shanghai’s exchange settlement and sale channels 
are open, with exchange conversions by our three kinds 
of foreign trade enterprises normal, and our exchange 
reform proceeding smoothly. The RMB([renmimbi] ex- 
change rate is stable but rising, giving us conditional 
RMB convertibility for our current accounts. 


7. The PBC is making new functional conversion 
advances. Financial reform has required the PBC to 
convert its procedures. PBC branches have placed their 
work priorities on a tighter financial oversight and sur- 
vey data analysis, thus improving their settlement ser- 
vice. In addition, we have increased our auditing and 
oversight forces, established foreign financial institution 
management and survey data offices, and provided them 
with sizeable staffs, which has strengthened our organi- 
zational structure. Our financial oversight is becoming 
more standardized, with better survey data work and 
settlement order. 


8. Our financial (banking) computerization is accel- 
erating. After a year of effort, our "gold card project," 
which is the key item in Shanghai’s modernized bank 
payment system, is fully equipped, with equipment in- 
stalled, debugged, and ready to go into operation soon. 
The “gold card project” will play an active role in im- 
proving Shanghai’s monetary computerization, reduce 
cash in circulation, provide settlement payment modern- 
ization, and promote a modern banking establishment. 
Another key item in Shanghai’s modernized bank pay- 
ment system is Shanghai’s intercity bill clearing ma- 
chine system. This equipment was installed and de- 
bugged in 1994, was test operated in the first quarter 
of 1995. It is expected to raise our inter-city bill clear- 
ing Capability; speed up fund turnover; and provide the 
material grounds and technical means for computerized 
account balancing and experimental dissemination of 
personal checks plus a draft settlement and clearing ca- 
pability. 


While confirming our banking accomplishments in 
1994, we must realize that the continued growth of 
Shanghai’s banking profession is faced with certain 
difficulties and problems. These include: Prices are 
rising sharply, causing strong inflationary pressures; 
Our credit asset quality is down, bringing greater 
bank credit-asset risk; Our financial order has not yet 
basically improved, with a problem of mixed opera- 
tions by financial institutions; and Shanghai’s financial 
development, management forces, service means, and 
competitive awareness are far from meeting our need 
to become an international banking center. As for 
these difficulties and problems, we need to pay great 
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attention, and also to take steps to solve them in the 
midst of intensified reform and growth. 


This year,1995,is the last year of China’s Eighth Five- 
Year Plan. It is also the year to consolidate Shanghai’s 
last three years of growth achievements, and to start our 
development goals for the next three years. 


Based on the ideology and work priorities of central eco- 
nomic and national financial work, Shanghai’s banking 
system has the following key missions for 1995: Imple- 
menting central macroeconomic regulation and con- 


trol principles, pursuing a moderately tight mone- 
tary policy, controlling overall currency and credit, 
and adjusting our credit structure, to raise our credit 
asset quality; tightening our financial auditing and 
oversight, adhering to financial operations and man- 
agement by industry, to thoroughly rectify our fi- 
nancial order; intensifying our banking reform and 
opening, pushing forward with commercial banking 
reform, and increasing our money markets, to im- 
prove our exchange management system; raising our 
financial service quality, accelerating our financial 
modernization, to promote better overall quality and 
efficiency for Shanghai’s share of the national econ- 
omy. 


As 1995 is the first year of Shanghai’s initiation of the 
new order, both our social and economic development 
will start on a new and higher plane. Our rapid economic 
growth, faster development of Pudong (East Shanghai], 
and priority emphasis on urban construction will re- 
quire large fund investments. Meanwhile, the strategic 
adjustment of our industrial structure, our development 
of new pillar industries, our formation of new economic 
growthpoints, and our organization group enterprises in- 
tegrating science, industry, commerce, and trade com- 
bined with our establishment of a modern enterprise 
system will mean providing more complete and effi- 
cient financial services. This is both a great opportunity 
and a stern challenge for Shanghai's banking profession 
growth. With the state pursuing moderately tight fiscal 
and monetary policies, the funds that our banking pro- 
fession can provide are limited. Shanghai's 1995 credit 
scale shows that credit is tight quantitatively, and that 
our working capital scale has also not eased. Of course, 
moderately tight means neither brake-slamming nor in- 
discriminate application, but rather differential treatment 
as to lending demand, and recouping or lending as in- 
dicated. While credit is tight overall, it may be either 
tight or easy by region, industry, and enterprise, with 
adjustments according to industrial and credit policies, 
tO support priorities, optimize structures, and promote 
sustained, rapid, and healthy economic growth. Pursu- 
ing a moderately tight monetary policy means not only 
overall control, controlling inventories, and speeding up 
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fund turnover, but also controlling financial institutions 
strictly, and doing a good job of management by in- 
dustry, to better transmit central bank monetary policy 
through financial institutions to enterprises. 


I. On Firmly Pursuing a Moderately Tight 
Monetary Policy, Controlling Overall Currency and 
Credit, Adjusting Our Credit Structure, and 
Raising Our Credit Asset Quality, To Promote 
Better Overall Quality for Shanghai’s Share of the 
National Economy 


1. We need to strictly control overall credit, firmly 
curbing inflation. Curbing inflation is the major aim of 
our 1995 banking operations. We need to control overall 
credit, and implement all State Council demands to 
keep our fixed assets investment scale and consumption 
funds from growing too quickly. We need to control 
the piecemeal credit scope of all state commercial 
banks, and also tighten the oversight of society’s credit 
scale. We need to tighten the statistics-keeping and 
monitoring of our national money supply; to study 
and monitor overall public credit; and understand our 
national monetary payment capability; and to improve 
our macroeconomic regulation and control. In the credit 
planning and management of all financial institutions, 
we need to exercise oversight methods based on the 
five classifications. All financial institutions must act in 
line with their assigned annual and seasonal credit plans 
and the asset liability ratios set by the PBC head office. 
Starting in the first quarter of 1995, and before the 
end of each quarter, all Shanghai financiai institutions 
must report to the Shanghai branch of the PBC on 
their following-quarter deposit and lending plans, with 
the PBC responsible for oversight. As the fixed assets 
investment scale remains subject to directive planning, 
all financial institutions must control it strictly. 


2. We need to optimize our lending orientation, en- 
suring priority fund needs. Financial institutions must 
increase their credit investment in agriculture, support 
“rice bag" and "food basket" production, ensure the sup- 
ply of purchasing funds for staple farm and sideline 
products, and guarantee that “vouchers” are not passed 
out [instead of cash] for purchases. The CADB needs to 
do a good job of supplying and managing the funds for 
purchasing farm and sideline products. The ICBC needs 
to give priority support to the funding needs of large 
and medium state enterprises with marketable products, 
good efficiency, and ensured repayment capability; give 
priority support to the production of manufactoring en- 
terprises whose raw materials are farm and sideline 
products; support the funding needs of state-operated 
circulation enterprises that supply market necessities; 
and support enterprise technological upgrading and S&T 
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development. The BOC [Bank of China] needs to act in 
line with export enterprise exchange settlement condi- 
tions, and give priority support to the funding needs of 
enterprise production with overseas markets and good 
export earnings. The PCB needs to give priority support 
to the funding needs of national priority construction 
projects. Other commercial banks and nonbank financial 
institutions need to act in line with credit policy, support 
the funding needs of agricultural and “the three-haves" 
enterprises, optimize their lending orientation, and ad- 
just their lending structure to ensure priority funding 
needs. 


3. We need to invigorate our fund inventory and 
raise our credit asset quality. Since being dependent 
on new and increased lending alone to ease the enter- 
prise fund shortage would not be effective, we need 
to place our credit fund management priorities on in- 
vigorating our fund inventory, speeding up our fund 
turnover, and raising our fund use efficiency. There is 
a great potential for invigorating our fund inventory. 
With the state bank fund-turnover rate to be acceler- 
ated 4-5 percent in 1995, all banks need to draw up 
specific assessment targets and methods for all lending, 
take steps to lower their ratio of overdue, idle, and bad 
loans from 1994, and raise the quality of bank credit 
assets. We need to support reform to build a modern 
enterprise system, act in line with state provisions and 
the pertinent PBC head office policies to study ways to 
dispose of the bad debts of state enterprises, cooperate 
with enterprise bankruptcy forces, and give priority to 
doing a good job of the early-stage work of offsetting 
bank bad-debt reserve funds. 


4. We need to tighten our cash management con- 
trol the issue of currency. We need to implement all 
State Council measures on keeping consumption funds 
from growing too quickly, tighten cash management, 
and keep tight control of the amount of cash put into 
circulation. Meanwhile, we need to intensify and im- 
prove our financial services, solicit deposits to withdraw 
currency from circulation, disseminate commissioned 
wage payments, increase our ATMs[{Automatic Teller 
Machines}, and standardize our credit card growth to re- 
duce cash usage and make individual payments easier. 
We need to do a good job of bond issue and redemption 
and tighten our bond oversight. 


II. On Continuing To Rectify Our Financial Order, 
Adhering to Financial Operation and Management 
by Industry, and Intensifying Our Financial 
Auditing and Oversight, To Keep Shanghai’s 
Financial Order Sound 


Rectifying our financial order by tightening our financial 
auditing and oversight is a key part of banking work, 
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as well as a necessary means to tighten our financial 
macroeconomic regulation and control, prevent credit 
risk, and preserve a sound financial order. 


1. We need to practice operations and management 
by industry, preserving a sound financial order. We 
need to act in line with the demands of operations and 
management by industry, reaching a consensus on doing 
a positive job of management by industry’ [classified 
management] for banking, securities, and trusts. While 
banks may invest a set ratio of their capital funds in 
financial institutions, they may not invest in industrial 
and commercial enterprises; banks may buy national 
treasury and financial bonds per provision, but may 
not engage in other bond services; banks may per 
provision handle commissioned and agency collection 
and payment services among financial institutions, but 
may not handle trust or proxy business for enterprises 
or individuals. Securities [stock] companies may not in 
any form grant trust loans, or engage in covert fund 
lending in ways such as stock buy-backs or buying long 
and selling short [speculation]. Trust and investment 
companies must engage in trust and proxy business, and 
are prohibited from engaging in covert solicitation of 
ordinary deposits and over-scale lending and investment 
on the pretext of trust deposits. Nonbank financial 
institutions run by state commercial banks must practice 
thoroughly-delinked and strictly classified management, 
which will be accomplished in the first half of 1995 
by the PCB system, and fully accomplished in the 
last half of 1995 by the ICBC system. No real estate 
credit, international business, credit card, or securities 
departments within state commercial banks may act 
as independent legal persons, with any violations of 
rules and regulations to be corrected; and the self- 
run securities departments of all banks will be given 
deadlines for being inventoried or revoked, in order 
to preserve the soundness and stability of Shanghai’s 
financial system. 


2. We need to correct our [accounts] settlement 
system and improve our settlement service. We need 
to implement the bank settlement "three no’s;" practice 
settlement discipline, and establish account inventories; 
stop the pigeonholing of bills and notes, the arbitrary 
dishonoring of notes, and the unwarranted refusals to 
pay; ensure in-full, and accurate fund payments among 
enterprises; disseminate commercial drafts; and control 
commercial credit, to promote enterprise liquidation 
of arrears. We need to amend Shanghai's intercity 
settlement methods to improve our bank settlement 
service. 


3. We need to raise our accounting oversight capa- 
bility to ensure safe financial operations. We need to 
establish an oversight system for overall credit which 
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oversees monthly the credit and credit orientation of 
financial institutions throughout Shanghai; and to estab- 
lish a reporting system in which financial institutions file 
their overall lending with the PBC. We need to tighten 
oversight of foreign exchange credit services. We need 
to oversee the foreign exchange credit plans and foreign 
exchange asset liability ratios of regional banks and non- 
bank financial institutions. We need to implement assets 
liability ratio management provisions and risk control 
methods for financial institutions, and correct actions 
such as the long-range use of short-term funds, over- 
ratio loan granting, and arbitrary investment, in order 
to keep financial institution operations safe. We need 
to standardize our management of the qualifications of 
financial institution officers, and keep files on the real 
operating and management achievements of financial in- 
Stitution officers. We need to tighten our oversight of 
foreign financial institutions, gradually converting them 
from "contract provisioners” to “risktakers." 


Meanwhile, while establishing a banking (foreign ex- 
change) horizontal council and an insurance horizontal 
council, we need to establish in 1995 a trust horizontal 
council to improve our management of industrial self- 
discipline. 


II. On Speeding Up Financial Reform, Developing 
Our Money Markets, and Opening Up Wider to the 
Outside World, To Preserve and Promote 
Shanghai’s Financial Prosperity 


We need to accelerate our financial reform, consolidate 
and perfect all reform steps already taken, increase our 
money markets, and expand our financial opening ir 
order to lay a foundation for building Shanghai into an 
international banking center. 


1. We need to expand our money markets and perfect 
Shanghai’s money market system. While developing 
and improving Shanghai’s capital and foreign exchange 
transaction markets, we need to give priority to stan- 
dardizing and developing Shanghai’s currency market, 
turning it by year’s end into the embryo of a large re- 
gional market, to gradually make Shanghai the handling 
center for monetary capital. We need to depend on that 
to spur the development in Shanghai and its surrounding 
region of notes discounting and rediscounting services, 
short-term stock buy-back business, local and foreign 
currency lending services, short-term finance-bond issu- 
ing and trading business, and central bank finance-bond 
trading services. We need to open up China’s virgin 
insurance market, acting in line with the principles of 
separate operation of commercial, social, life, and loss 
insurance, and the separation of government adminis- 
tration from business management, to establish a sound 
social insurance system. We need to set up in Shang- 
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hai national-level reinsurance and life insurance compa- 
nies, adding a number of specialized and regional insur- 
ance companies, creating insurance intermediary service 
agencies, and establishing a sound insurance intermedi- 
ary system, to lay the grounds for the development of 
Shanghai into a regional insurance market center. Mean- 
while, we need to pave the way for the cultivation and 
development of a gold marketand improve our socialist 
money market system. 


2. We need to expand our financial opening and build 
Shanghai into a banking center faster. We need to 
expand our financial opening up to the outside world, 
attracting more overseas financial capital, talent, tech- 
nology, and management for joint participation in the 
building of Shanghai into a banking center. While striv- 
ing to attract more foreign financial institutions, we need 
to make new regional and classification breakthroughs, 
to make up certain gaps in our country region and in- 
Stitutional categories such as investment banking insti- 
tutions and financial intermediary agencies. We need to 
promote and develop FOB financial services; we need 
to attract certain foreign banks that provide FOB finan- 
cial services alone; and we need explore ways for cer- 
tain qualified domestic financial institutions to handle 
FOB financial business, all of which will help Shanghai 
become better integrated with international finance and 
acquire international standing. 


3. We need to proceed with state commercial banking 
reform. As our policy banks are established, with policy 
banking separated from commercial banking, our state 
special banks are being converted into state commercial 
banks. But as our current state special banks have not 
yet established self-restraint and rigorous management 
procedures, declining asset quality remains a glaring op- 
erating problem. It will be only through accelerated re- 
form that they can become modern financial enterprises. 
Our state commercial banks need to establish a sound 
collective loan examination and approval responsibility 
system, plus lending quality oversight target and assess- 
ment methods to improve their loan risk management. 
They need to conduct a one-time thorough inventory of 
their existing financial assets, inventory their idle and 
bad loans and investments, and take steps to “top asset 
losses. They need to improve their bank management 
system and assets liability ratio management, and estab- 
lish sound banking risk prevention and internal restraint 
procedures. Our existing commercial banks also need 
to grow in a more standardized direction, and improveg 
their assets liability ratio management methods and ex- 
pertise. 

4. We need to go all out in organizing urban cooper- 
ative banking. Based on inventorying, correcting, and 
Standardizing our urban credit cooperatives in 1995, we 
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need to organize urban cooperative banking in line with 
the demands of the "Urban Cooperative Banking Man- 
agement Regulations." And we need to complete the 
testing of such banking in the first half of 1995. 


5. We need to improve our foreign exchange sys- 
tem reform. We need to consolidate and develop our 
foreign exchange reform results, and improve our ex- 
change settlement and sale system in order to bring the 
three kinds of foreign trade enterprises into line with our 
banking exchange setilement and sale system. We need 
to ease the use of trade-related exchange, streamline 
examination and approval formalities for nonoperating 
exchange, and use sound oversight steps and statistics 
for bank exchange settlement and sale. We need to bet- 
ter manage and monitor our capital inflow and outflow, 
and to practice first in Shanghai medium and long-range 
foreign debt balance management. We need to improve 
our statistical monitoring of FIE investment orientation, 
scale, structure, and impact on foreign exchange supply 
and demand and institute annual inspections of FIEs. 
We need to establish an international balance of pay- 
ments statistics declaration system to better analyze and 
forecast our foreign exchange payments balance in the 
service of macroeconomic policy-making. We need to 
develop our foreign exchange market, tighten our for- 
eign exchange market oversight, add trading varieties in 
a step-by-step and prioritized way, experiment with for- 
eign exchange futures trading, better oversee our foreign 
exchange market, develop our foreign exchange capital 
market, explore foreign currency bond issuing and cir- 
culation, foreign exchange fund lending and foreign ex- 
change notes trading, issue overseas convertible bonds 
(CB), develop our foreign exchange capital market, im- 
prove our foreign exchange fund risk management, as- 
sets quality, and structural management, and improve 
our risk asset and financial institution overseas asset 
management. Meanwhile, we need to act in line with 
the centralized plans of the PBC head office and central 
bureaus in doing a conscientious job of winding up our 
FEC and foreign exchange quota work. 


IV. On Conscientiously Converting PBC Functions, 
Intensifying Survey Data Analysis, To Accelerate 
Our Financial Modernization 


1. We need to convert PBC functions. We need to 
better reinforce our central bank oversight functions, 
making a widespread use of means such as interest 
rates, rediscounting, mortgage lending, and open mar- 
ket operations to regulate and conirol our money sup- 
ply, to further improve our centralized management of 
RMB{renminbi], foreign exchange, and foreign debt. 
To improve our central bank macroeconomic policy- 
making capability, we need to intensify our financial 
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survey data analysis, pooling RMB and foreign ex- 
change financial data, keeping better insurance and secu- 
rities statistics, reinforcing our routine survey data anal- 
ysis, and developing specialized and policy studies, to 
provide the grounds for scientific PBC macroeconomic 
policy-making. 

2. We need to speed up our financial [banking] mod- 
ernization. In addition to doing a good job in 1995 
of our rapid-communications project and joint comput- 
erized banking, we will complete Shanghai’s intercity 
notes clearing machine system. Also, we will inten- 
sify our formulation of the pertinent rules and regula- 
tions to implement clearing management agency reform 
and a Clearing number establishment. We will spread 
our clearing unit network and transfer clearing machine 
hardware and software, sharply raising Shanghai’s notes 
Clearing capability by providing the equipment for the 
dissemination of personal check and draft settlements, 
as well as for expanding our fund settlement service 
to surrounding regions. We will accelerate Shanghai’s 
gold card project, completing our credit card network, 
and intensifying our debugging of pertinent units. We 
will choose some banks and firms to practice joint- 
communications operations. We will establish it in all 
Shanghai banks once experience is acquired, and grad- 
ually expand it to large and medium commercial enter- 
prises so that the "possession of a card providing all- 
city access” becomes a genuine reality, and sharply raise 
Shanghai’s monetary computerization. And we will also 
establish a modern financial network system in Shang- 
hai, raise the computerized equipment level of Shang- 
hai’s banking profession, and gradually link it to the 
international financial network. 


Central-South Region 
Hainan Economic Growth Rate Said Slowing Down 


0W0208022495 Beijing XINHUA in English 
0215 GMT 2 Aug 95 


[FBIS Transcribed Text] Haikou, August 2 (XINHUA) 
— The gross domestic product in the island province of 
Hainan rose by 3.4 percent, against the national average 
of 10.3 percent, during the first half of the year over the 
same period of last year. 


In this period, according to the provincial statistics 
bureau, the agricultural sector grew by 11.3 percent, 
the manufacturing sector 1.6 percent and the service 
industry 0.3 percent. 

The bureau said that the province’s investment in fixed 
assets dropped by 30.1 percent during the January-June 
period, compared with the same period of last year. 
However, it said, the share of the investment in the 
agricultural and manufacturing sectors rose by 14.23 
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percent in the first half of the year over the same period 
of last year. 


The bureau said that tourism prospered during the first 
half of the year, and the island province received 1.43 
million domestic and overseas tourists, a rise of 15 
percent over the same period of last year. The figure 
included 155,400 overseas tourists, an increase of 59.1 


percent over the corresponding period of last year. 


The bureau said that the province’s total fiscal income 
dropped slightly in comparison with the first half of 
last year. The banks received deposits totalling 32.637 
billion yuan, up 0.4 percent from the beginning of the 
year. 


The bureau said that the province utilized 441 million 
US dollars in foreign investment during the first half of 
the year, a slight drop over the same period of last year. 


However, it said, the share of the foreign investment in 
the agricultural sector increased. More than 100 foreign- 
funded agricultural companies are operating in Hainan. 


Hubei’s Chen Shuiwen Removed From Office 


HK0208060295 Wuhan Hubei People’s Radio 
Network in Mandarin 1000 GMT 28 Jul 95 


(FBIS Translated Text] Notice of Hubei Provincial Peo- 
ple’s Congress Standing Committee on 28 July 1995: 
The 15th Session of the Eighth Provincial People’s Con- 
gress Standing Committee has deliberated on the bill set 
out by Governor Jiang Zhuping on removing Chen Shui- 
wen from the office of vice governor; it was decided to 
remove Chen Shuiwen from the office of Hubei vice 
governor. We hereby issue this notice. 


Hubei Authorities Brief on Chen’s Mistakes 


HK0208060495 V'uhan Hubei People’s Radio 
Network in Mandurin 1000 GMT 30 Jul 95 


(FBIS Translated Excerpt] On the morning of 29 July, 
the provincial party committee called a discussion 
meeting for responsible persons of democratic parties 
at the provincial level to brief them on the mistakes 
committed by Comrade Chen Shuiwen and the decision 
on meting out penalties on that account. 

Provincial party committee Secretary Jia Zhijie 
presided; Jiang Zhuping, provincial party committee 
deputy secretary and governor, and (Yang Yongliang), 
provincial party committee deputy secretary, attended 
the meeting. Ding Fengying, provincial party com- 
mittee standing committee member and secretary of 
the provincial commission for discipline inspection, 
delivered a speech. 
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Chen Shuiwen, who is 52 this year, was director of 
the provincial financial office, concurrently its party 
group secretary from August 1989 to May 1993, and is 
currently provincial party committee standing commit- 
tee member, concurrently provincial government party 
group member and vice governor. In late July 1992, 
Chen Shuiwen started buying and speculating in shares 
as a legal person. In October 1992 Chen accepted 20,000 
yuan from Lu Dingren, provincial financial office com- 
prehensive department chief, concurrently vice manager 
of economic development company, under the pretext 
of profit gained from speculating in shares. Earlier in 
June 1992, Chen accepted 2,000 yuan from a certain 
Guo, provincial financial office comprehensive depart- 
ment deputy chief. [passage omitted] In May 1994, 
Chen Shuiwen failed to make a clean breast of his prob- 
lem when the investigation team sent by the Central 
Commission for Discipline Inspection had a talk with 
him. It was not until July 1994, when the Central Com- 
mission for Discipline Inspection and Ministry of Su- 
pervision filed his case for investigation, that he made 
a confession of his mistakes. As a senior cadre of the 
party, Comrade Chen Shuiwen has participated in spec- 
ulation in the stock market and accepted bribes from 
others under the pretext of profits gained in speculation. 
His case is serious. [passage omitted] A decision was 
made through discussions with the Central Commission 
for Discipline Inspection Standing Committee and sub- 
mitted to the Central Committee with its approval, to re- 
move Comrade Chen Shuiwen from the office of Hubei 
Provincial CPC Committee member, Hubei provincial 
government party group member, and Hubei vice gov- 
ernor. 


Southwest Region 


Tibet Official Disparages ‘Dalai Clique’ 
OW0108115395 Lhasa Tibet People’s Radio Network 
in Mandarin 1400 GMT 29 Jul 95 


[From the "News" program] 


(FBIS Translated Excerpt] On 29 July Gyaincain Norbu 
said that the fundamental way for realizing long-term 
Stability and peace in Tibet is to accelerate the pace 
of economic development. Therefore, party commitiees 
and governments at various levels in the autonomous 
region must firmly implement the party’s basic line, 
mobilize CPC members and people of all nationalities 
to grasp the opportunity to accelerate development, 
maintain stability, and struggle for achieving the grand 
goal set by the Third Central Forum on Work in 
Tibet by the end of this century. Gyaincain Norbu 
was speaking at a panei discussion with delegates from 
Qamdo Prefecture. 
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Gyaincain Norbu said: The report made by Chen 
Kuiyuan on behalf of the Fourth Tibet Regional CPC 
Committee is quite to the point and greatly inspired the 
people. The report sums up the achievements of this 
region in Carrying out reform, opening up to the outside 
world, promoting economic construction, maintaining 
stability and building the party in the spirit of seeking 
truth from facts. Meanwhile, the report has also pointed 
out the existing problems. It is quite in conformity with 
reality. [passage omitted] 

Touching on the issue of preserving the unity of 
the motherland, opposing separatism and maintaining 
social stability, Gyaincain Norbu emphatically said: Our 
struggle against the Dalai clique is a protracted, sharp 
and complicated struggle, and sometimes it is even very 
fierce. Recently, the Dalai Lama vainly attempted to 
use the issue of the selection of a reincarnated child for 
the Baingen Lama to instigate incidents and splitting 
activities. We must educate the broad masses of people 
to clearly understand the true colors of the Dalai Lama, 
penetratingly expose and criticize the Dalai clique, and 
effectively preserve social stability in Tibet. 
Meanwhile, we should adhere to the policy of attaching 
equal importance to both spiritual civilization and mate- 
rial civilization, and do a good job in building spiritual 
civilization like we tackle the economic construction 
tasks. [passage omitted] 


Article Views Struggle With Tibet’s Separatists 
OW0208061295 Lhasa XIZANG RIBAO in Chinese 
3 Jul 95 p3 


[Article by Zong Yi (1350 5030): “Actively Guide 
Tibetan Buddhism Toward Adapting to a Socialist 
Society"] 

[FBIS Translated Text] The nationality and religious is- 
sues in the Tibetan region constitute an overall problem 
that has a bearing on social stability, unity among na- 
tionalities, national unification, and the consolidation of 
border defenses in our region. 

The party Central Committee and the State Council 
have formulated many clear-cut principles and policies. 
We must conscientiously study and implement them 
in light of Tibet’s reality. Here, I would like to dis- 
cuss my personal views and present them as merely 
exploratory issues for discussion by all. In my opinion, 
we should adopt the strategy of combining active guid- 
ance with struggle against individuals [ge bie dou zheng 
0020 0446 2435 3630] in order to gradually guide Ti- 
bet Buddhism toward adapting to the socialist society. 
Obviously, there will not be objection to “active Guid- 
ance,” but the mention of “struggling against individu- 
als" may thecretically create a misunderstanding. There- 
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fore, some explanations are necessary. First, theoretical 
issues have been clearly expounded by our revolution- 
ary leader-teachers. Lenin once pointed out emphati- 

cally that to struggle against a religion, it is necessary 
to obey the general task for the revolutionary struggle 
of the proletariat. This means that under any circum- 
stances, religious issues are invariably secondary when 
they are compared with the general tasks of revolution 
and construction. The differences in religious belief be- 
tween religion believers and non believers must never 
be allowed to stand above political unity. Religious is- 
sues must never be raised to an undue important status. 
At the same time, Lenin pointed out: We must be good 
at struggling against religion. We must not abstractly 
Carry out ideological propaganda against religion. In- 
stead, on the basis of understanding the sources that give 
rise to religion, we should integrate ourselves with the 
concrete practice of wiping out the social sources that 
give rise to religion. We are now engaged in building 
socialism with Chinese characteristics and in develop- 
ing the socialist material and spiritual civilizations. The 
recently held third central forum on work in Tibet is 
the concrete embodiment of a struggle and constitutes 
an important measure for narrowing the gap between 
the eastern and the western parts of China and for pro- 
moting the development of productive forces in Tibet. 
This is an embodiment of a struggle against the existing 
sources responsible for social and material backward- 
ness that were derived from Tibetan Buddhism. Sec- 
ond, there is a practical problem regarding the strategy 
of “struggling against individuals” that has just been 
mentioned. A small number of lamas are engaged in 
separatist activities, and there are separatists who are 
dispatched by the Dalai Lama from abroad to engage in 
sabotage activities under the disguise of carrying out re- 
ligious activities, but what they are doing is not religious 
activities. The scores of disturbances and turmoils that 
occurred in Lhasa in recent years were usually headed 
by a small number of lamas. In these disturbances and 
turmoils, they created incidents, engaged in activities 
such as beating, smashing, looting, burning, and killing, 
and shouting reactionary slogans. Therefore, struggling 
against this small number of bad elements of the re- 
ligious circle cannot be regarded as a struggle against 
Tibetan Buddhism. The attempt of this small number of 
bad elements of the religious circle to interfere with so- 
cial, political, economic, and administrative affairs and 
to split the motherland shall never be tolerated. It is ap- 
propriate that some individual lamas who have violated 
State laws be punished according to law. However, our 
Struggle in this respect has been insufficient in recent 
years. We have carried out such struggle intermittently, 
sometimes tightening the grip and sometimes slackening 
it. As a result, nobody knows what to follow. This is be- 
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cause of the lack of standards and boundaries defined by 
policies. This has been very unfavorable to the struggle. 
It should be acknowledged that there is also a problem 
of policy boundary. Our policy on religion is clear: Ev- 
ery citizen has the freedom of religious belief as well 
as the freedom of not believing in religion. We must 
be firm, and never waver, in implementing the party’s 
religious policy. Besides ensuring the freedom of reli- 
state should protect the legitimate rights of religious be- 
lievers and demands that religious believers be patriotic 
and abide by the laws and undertake the obligations of 
citizens. This means nobody is allowed to interfere with 
normal religious activities at will, infringe upon the le- 
gitimate rights and interests of the religious circles, and 
engage in activities to endanger the state and social in- 
terests under the signboard of religion, and that no one 
is allowed to use the will of the state and administrative 
power to wipe out religion, or to use it for developing 
sligion. 


What is more, religion is not allowed to interfere, di- 
rectly or indirectly, in the country’s politics, or to be 
used in activities aimed at splitting the motherland. We 
must not be vague on this important issue. We should 
resolutely fight against the aforementioned acts of split- 
ting the motherland under the banner of safeguarding 
the people’s interests, the motherland’s unity, and the 
sanctity of law. Only by doing so can we ensure social 
stability in Tibet, develop our society and economy, im- 
prove the people’s living conditions, and lay the social, 
political, and economic foundations for actively guiding 
the effort to adapt Tibetan Buddhism to the socialist so- 
ciety. Given Tibet’s unique environment, this form of 
direct struggle is not the principal form of struggle, even 
though it can sometimes turn extremely acute and can- 
not be treated lightly. The process of providing active 
guidance — a lengthy process of exerting subtle influ- 
ences that can only be completed in a step-by-step man- 
ner through tireless efforts and a tremendous amount of 
painstaking work on our part — is where we should 
truly devote substantial efforts on a regular basis. 


First, we must completely and accurately implement 
our party’s religious policy, and maintain this pol- 
icy’s continuity and stability. This is a political guar- 
antee for doing a good job in providing active guidance. 
The power of correct policy implementation is bound- 
less, and the consequences of failing to correctly imple- 
ment policy are too dreadful to contemplate. We have 
both valuable and bitter experiences in this respect. We 
did suffer a lot from erratic policy. During the Chinese 
People’s Liberation Army's march into Tibet, we won 
over religious believers through our correct implementa- 
tion of the party’s religious policy. Thanks to our party's 
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work, we also gained the support of upper-class reli- 
gious figures, and signed the 17-article agreement on the 
peaceful liberation of Tibet. Following the 1959 demo- 
cratic reform, we made progress and achieved some re- 
Sults in activeiy guiding the effort to adapt Tibetan Bud- 
dhism to the socialist society. That period was rather 
short, however. Coupled with the catastrophic "Great 
Cultural Revoluon,” the short duration of that period 
resulted in the serious disruption of normal religious 
activities associated with Tibetan Buddhism, and hurt 
the feelings of religious believers. We were taught a 
profound lesson. Since the Third Plenary Session of the 
11th CPC Central Committee, our party has corrected its 
previous mistakes, implemented religious policy, and al- 
located large amounts of special funds to renovate over 
200 major temples. On the one hand, we have provided 
religious figures with places for conducting religious ac- 
tivities; on the other hand, we have provided religious 
believers with places for practicing their religion. The 
overall situation is good because of our implementation 
of the party’s religious policy, and because the needs of 
religious figures and believers have been basically sat- 
isfied. We cannot afford to lose sight of Tibetan Bud- 
dism’s complex nature, however. During the early years 
of New China, we carried out religious reform regarding 
Buddhism, Taoism, Islam, Catholicism, and Christian- 
ity in an effort to adapt religion to the socialist society. . 
For various historical reasons, our party and govern- 
ment did not reform Tibetan Buddism. By exploiting 
the Dalai Lama’s vain attempt to “divide” us, and his 
attempt to revive the dream of combining religion and 
politics, Western hostile forces have, in recent years, 
stepped up their efforts to create disburbances in order 
to achieve the goal of splitting the motherland. The con- 
flict between the forces of separatism and infiltration, 
and those fighting against them has become the focus 
of our struggle against the Dalai. We cannot slacken this 
struggle as long as the Dalai Lama does not relinquish 
his demand for independence. This has heightened the 
difficulty of actively guiding the effort to adapt Tibetan 
Buddhism to the socialist society. Given this situation, 
it is of paramount importance that we completely and 
accurately implement the party’s religious policy. More- 
over, we should strengthen the legal system and prop- 
erly deal with unforeseen incidents under the banner of 
safeguarding the law and the people’s interests. If we 
cannot clearly judge the nature of an incident for the 
moment, we should resolutely and decisively deal with 
it under the banner of safeguarding the motherland’s 
unity and the sanctity of law, regardless of the banner 
and pretext under which the incident takes place. This 
is the summation of our experience in fighting against 
separatists, as well as the practical implementation of 
the party's religious policy. 
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Second, representatives of the religious circles in the 


iarize themselves with the current situation, and take 
the initiative in doing good work among other per- 
sonages of the religious circles. These representatives 
should educate other personages of the religious cir- 
cles in loving the country and their religion, abiding 
by law and religious rules, and adapting themselves on 
their own initiative to the basic requirements of the so- 
Cialist society. No personages of the religious circles 
should interfere with political, economic and adminis- 
trative work; and particularly in Tibet, they must not 
take part in splittist activities. Patriots in the religious 
circles can plav a special role which no other personages 
can play. Through them, we were able to successfully 
form a united front with the religious circles in the past; 
and we should continue to adopt this effective way to- 
day. At the same time, we should give full play to the 
role of the Buddhist associations, Buddhist schools, and 
Tibet research institutions. Besides, we should believe 
that most monks and nuns of Tibetan Buddhism are pa- 
triotic and law-abiding people. They are the main target 
of our active guidance, and they are the main force for 
adapting Tibetan Buddhist circles to the socialist soci- 
ety. After all, only an extremely small number of monks 
and nuns participate in splittist activities; and this fact 
has been proven by the history of Tibet since its peace- 
ful liberation. It is because stability and development 
are the main trend of history, as well as the people’s 


Third, we should give full play to our party’s su- 
periority in political and ideological work and step 
up our propaganda and ideological work. The propa- 
ganda work in the Tibet Autonomous Region is ardu- 
ous. While we should publicize the party's line, princi- 
ples and policies and carry out theory, current situation, 
and science education at home, we also have a heavy 
task of propaganda toward the outside world. At home, 
we should educate the people, the cadres, and religious 
believers. In our propaganda toward the outside world, 
we have the task of publicizing our policies concerning 
religions, as well as the task of exposing the distortion 
and attack by Western hostile forces and exposing Dalai 
Lama’s reactionary propaganda. In the guiding principle 
for propaganda, we should completely and accurately 
understand what Lenin has admonished us — in pro- 
paganda, we must not improperly overemphasize athe- 
ism; but this does not mean that we should not publicize 
atheism. In fact, we indeed have some misgivings about 
publicizing atheism. We are afraid that giving publicity 
to atheism could hurt the feelings of those religious be- 
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lievers, and this is contrary to the purpose of our propa- 
ganda work. So, we should seriously study the question 
of how to improve the methods and results of our pro- 
paganda work. 


Fourth, we should strive to make our cadre ranks 


and government always attach great importance to 
training the cadres of minority nationalities. During the 
early years of the People’s Republic, Comrade Mao 
Zedong had pointed out the necessity of training a large 
number of communist cadres of minority nationalities. 
During the more than 40 years of revolution and 
construction in Tibet, our party has trained and brought 
up a large number of cadres of Tibetan Nationality and 
other minority nationalities, who account for more than 
70 percent of the cadres in the region. They also account 
for a considerably large proportion in the middle- 
ranking and high-ranking cadres. This demonstrates a 
great victory and outstanding achievement of our party 
in its nationalities and cadre policies. It was by relying 
on the elite of these cadres of Tibet Nationality and other 
minority nationalities that our party has successfully led 
the socialist revolution and construction in Tibet. As the 
backbone in active guidance, these cadres are playing 
a decisive role. For this reason, it is very important 
to educate our cadres in firm communist faith, correct 
outlook on nationalities questions, and correct outlook 
on religious questions. 


Fifth, great efforts should be made to strengthen pri- 
mary party organizations and step up the cultivation 
of party spi: among party members. The primary 
party organizations are the basis for the party’s work 
as a whole and its fighting power. They bear the heavy 
responsibility of keeping in touch with the masses, do- 
ing propaganda work among the masses, organizing and 
uniting the masses, and carrying out the party’s line, 
principles and policies at the grass-roots level. The great 
majority of our party members are working in the fore- 
front of important tasks, and they are the bridge between 
our party and the people. For this reason, whether our 
primary party organization has fighting power or not, 
and whether the quality of our party members is good 
or poor will have a direct bearing on our party's ruling 
Status. In Tibet, the population is small and widely scat- 
tered, and most residents believe in Buddhism. In such 
an environment, what should our primary party organi- 
zations and party members do to actively guide the vast 
number of religious believers in adapting themselves 
to the socialist system and to actively guide Tibetan 
Buddhism in adapting itself to the socialist society? In 
my view, we should first face, not evade, reality. Next, 
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good or comparatively good. However, there are also 


interests with people of all nationalities across the 
coun’zy. It will be easy for mass organizations at all 
levels involved in workers’, youth, and women’s affairs 
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of convergence in actively guiding the effort to adapt 
Tibetan Buddhism to the socialist society. 


guidance; it is also a basic task and a pressing matter 
at the moment. The following issues are related to this 
task: The first issue is the indiscriminate construction of 
temples. The endless construction of temples will surely 
affect Tibet's economic development. The second issue 
is the sharp increase in the number of lamas in temples. 
Besides disrupting Tibet's productive forces, it will un- 
necessarily impose an excessive burden on society. The 
third issue is the substantial number of youths among 
the new lamas. This is unfavorable to Tibet's educa- 
tion. Th‘s issue also involves another serious question 
— that of vying with the Dalai Lama to win over the 
younger generation. The work of temple management 
committees involves the issue of the reins of leadership. 
If the reins of leadership reside with patriotic and devout 
Buddhist monks and nuns on temple management com- 
mittees, the religious activities of the temples in ques- 
tion will be normal; if not, it will lead to endless trou- 
bles. We should adopt different measures in light of the 
aforementioned different issues, and strive to minimize 
adverse effects. For example, we can restrict the indis- 
Criminate construction of temples; set the number of 
lamas in existing temples; control the number of youths 
inducted into the religion; intensify our efforts to estab- 
lish or determine through consultation the organization 
or personnel in charge of confirming the living Buddha's 
reincarnation; and safeguard the reins of leadership on 
temple management committees through the conduct of 
proper work. Here, we have an understanding-related 
problem to solve: Will these interfere with religion? I 
think we should draw a distinction on policy grounds. 
There is no government that does not exercise man- 
agement over religion. Our religious policies and rules 
perform the function of exercising restraint. Moreover, 
we should take account of Tibet's unique environment 
has always used religion to carry out separatist activi- 
ties. This in itself is a serious political struggle. 

In sum, actively guiding the effort to adapt Tibetan 
Buddhism to the socialist society is a lengthy process 
of exerting subtle influences. The main targets of 
this process are Tibetan Buddhist organizations and 
believers. The process is an ideological task with strong 
policy implications, and it can be carried out through 
various means and channels. In light of historical 
lessons, we should compare this task with the Tibet 
Autonomous Region's overall task, and specify what 
is primary and what is secondary; we cannot emphasize 
this task to the point of according it an inappropriate 
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place. To be sure, the task is not something that can only 
be accomplished by the Tibet Autonomous Region. As 
long as people in all quarters deem it important and act 
accordingly, we can accomplish this task. 


XIZANG RIBAO Article on Dalai’s Views 


OW0208003195 Lhasa Tibet People’s Radio Network 
in Mandarin 1400 GMT 22 Jul 95 


{[FBIS Translated Text] Listeners and friends, tomorrow 
[23 July], XIZANG RIBAO will publish a commenta- 
tor’s article entitled "Uphold Important Religious Rites, 
Safeguard Central Authority." The following is the full 
text of the article: 


Freedom of religious belief is the basic policy on reli- 
gion of our party and country. Since the peaceful liber- 
ation of Tibet, especially since the Third Plenary Ses- 
sion of the 11th CPC Central Committee, the policy of 
freedom of religious belief has been seriously imple- 
mented in our region. Religious tradition, the beliefs of 
the broad masses of the people, and their religious feel- 
ings have been fully respected. The needs of the normal 
religious life of religious believers are met. 


On 28 January 1989, the 10th Panchen died. The party 
central committee and the State Council made three 
decisions in good time on building a pagoda for the 
remains of Master Panchen, preserving his remains, 
and looking for and confirming the reincarnated child 
of the Panchen. To this end, the state allocated 64.24 
million yuan to build a pagoda for the remains of Master 
Panchen, 3 million yuan and several hundred thousand 
yuan worth of valuable Chinese medicine for preserving 
the body of the Master, and 6 million yuan to look for 
the reincarnated child. 


To do a good job of looking for the reincarnated child, 
a leading body, a consultation body, and a coordination 
body composed of Master Da De of the Buddhist circles 
of the whole country and other leading comrades were 
set up one after the other. Two meetings were held 
in Beijing on the work of looking for the reincarnated 
child. Five principles were clearly put forward for the 
work: patriotism should be upheld in the work; the 
Zhaxi Lhunbo Lamasery should be responsible for the 
work; the work should be carried out within China; 
the result should be reported to the central authorities 
for approval; and the child should be trained and 
formally installed in the Zhaxi Lhunbo Lamasery. These 
five principles can be summed up as follows: as far 
as religion is concerned, religious rites and tradition 
should be followed; as far as politics is concerned, 
patriotism must be upheld and state sovereignty and 
central authority must be safeguarded. It is stressed that 


the basic principle of drawing lots from a gold urn 
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must be upheld in the confirmation of the reincarnated 
child. At the same time, the regional party committee 
and people’s government have always regarded the 
reincarnation of the Panchen as a matter of great 
importance. At each stage of the work of looking for the 
incarnated child, they followed the instructions of the 
central authorities, analyzed the situation in good time, 
Studied opinions on implementation, gave guidance to 
the work of looking for the reincarnated child, and 
coordinated the work to solve problems that cropped up 
during the search. The decisions made, the principles 
put forth, and the enormous amount of work done by 
the party central committee, the State Council, and the 
regional party committee and people’s government in 
looking for the reincarnated child of the Panchen have 
given full expression to the party’s religious policy, 
upheld important religious rites and tradition, conformed 
with the will of the Panchen, and won the trust of 
the high-level patriotic personality Master Da De of 
the religious circles and the broad masses of religious 
believers. 


As we all know, the reincarnation of living Buddhas 
is a unique form of passing on the legacy of Tibetan 
Buddhism, which is different from other religions and 
other branches of Buddhism. This form of passing on 
the legacy coordinates Buddhist doctrines, rites, and 
complicated political factors at high levels. It solves 
the problem of passing on, inheritance, extension, and 
replacement of the religious, political, and economic 
position of religious leaders. 


However, since the practice of the reincarnation of 
living Buddhas has lasted for a very long period, 
many drawbacks emerged. In the 57th year of Emperor 
Qianlong of the Qing Dynasty, A.D. 1792, the central 
government established a system of drawing lots from 
a gold urn, which stipulates that in the reincarnation 
of the master Buddhas, including the Dalai and the 
Panchen in Tibet and Mongolia, the religious rites of 
looking for candidate children should be observed and 
the reincarnated child confirmed before the image of 
Sakyamuni by drawing lots from the gold urn. Finally, 
the result should be reported to the central authorities 
for approval. This system not only gives expression to 
the central authority in the reincarnation of master living 
Buddhas but is also an effective means of maintaining 
social stability and of solving the problem of passing 
on and inheriting religious power and without the 
contradiction of competing for the reincarnation (hu bi 
le han) within religious branches and between religious 
branches and clan aristocrats. 


Speaking before his death about the confirmation of the 
reincarnated child of the Living Buddha, the 10th Master 
Panchen said: I think the best way to make the decision 
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is the method of drawing lots from the gold urn before 
Sakyamuni. Ngapoi Ngawang Jigme, vice chairman of 
the National People’s Congress, said that Tibetans in 
different places will have their own ideas as to where the 
‘master reincarnates, but this does not matter. Noboby 
will oppose the confirmation made at last before the 
image of Sakyamuni by drawing lots from the gold urn. 
On the issue of the work of looking for and confirming 
the reincarnated child, the Living Buddha (Jiaya), the 
prayer teacher of the 10th Panchen and the top person 
in charge of the work of looking for the reincarnated 
child of the Panchen said before he died in 1990 that it 
is necessary to confirm the reincarnated child through 
drawing lots from the gold urn. However, when the 
work of looking for the reincarnated child according 
to religious rites and tradition was being carried out 
normally and the result was about to be revealed, the 
Dalai abruptly announced that a child in our region was 
the reincarnated child of the Panchen. He openly came 
Out to undermine and interfere in the work of looking 
for and confirming the reincarnated child. That the Dalai 
openly violated the religious rites and tradition and 
openly went against the will of Master Panchen and the 
desire of the broad masses of monks and ordinary people 
fully exposes his reactionary nature in politics and his 
dishonesty in religion. His purpose is to contend with 
us for the ieadership of the work of the reincarnation 
of the Panchen and for the right to confirm finally 
the reincarnated child in his attempt to create chaos in 
Tibet and split the motherland. The political plot of the 
Dalai will certainly be strongly opposed by the people 
of the whole country, the people of the whole region, 
and the broad masses of monks. The reincarnated child 
he announced is entirely illegitimate and invalid. Still, 
under the guidance of the party’s religious policy, the 
grand work of Buddhism of looking for and confirming 
the reincarnated child of that great patriot the Panchen 
will inevitably score complete success. 


North Region 
Beijing Secretary Discusses Economic Work 


SK0208081195 Beijing BEIJING RIBAO in Chinese 
17 Jul 95 pl 


(By Bai Fuyi (4101 4395 5030), reporter of Beijing 
People’s Broadcasting Station; and Sun Yushan (1327 
3768 1472), reporter of BEUING RIBAO: “Correct 
Guiding Thoughts According to Central Instructions and 
Making Beijing Municipality's Economic Work Still 
Better") 

(FBIS Translated Text] The municipal government re- 
cently held a meeting to give semi-annual work reports. 
Wei Jianxing, secretary of the municipal party com- 
mittee, attended and addressed the meeting. Wei Jianx- 
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ing emphasized in his speech: We should correct guid- 
ing thoughts according to the spirit of central instruc- 
tions and make Beijing’s economic work still better. 
We should correctly summarize the lesson provided by 
Wang Baosen’s case, turn this bad thing into a thing 
that can benefit us, and further strengthen party build- 
ing and political power. We should use the exemplary 
deeds shown in leading cadres’ honest and diligent per- 
formance of official duties to enhance the confidence 
of cadres and the masses in all levels of leading bod- 
ies and to further increase the prestige of the party and 
government. Mayor Li Qiyan also spoke at the meeting. 
Present were Zhang Jianmin, Wang Daming, Li Zhijian, 
Chen Guangwen, and Zhang Baifa. 


The following departments gave reports at the meet- 
ing on the work of the first half of this year and on 


the ideas for the work of the second half of the year: 
the municipal planning Commission, economic commis- 
sion, agriculture office, commercial commission, eco- 
nomic and trade commission, science and technology 
commission, commission for the planning of the capi- 
tal, municipal administration Commission, construction 
commission, office for the spiritual civilization, com- 
mission for restructuring the economy, culture and ed- 
ucation office, public security bureau, and letters and 
complaints office. 


In the first half of this year, a large number of cadres 
and masses throughout Beijing resolutely supported and 
conscientiously implemented the party Central Commit- 
tee’s important decisions and instructions on Beijing’s 
work, took the initiative in complying with and serving 
the general task of the entire party and entire country, 
and stood fast at their posts to work hard, thus main- 
taining a good development trend in Beijing's economy. 
Compared with the same period last year, the gross do- 
mestic product increased by 12.5 percent; positive re- 
sults were won in price control, with the commodity 
retail price rise declining by 4.6 percentage points; total 
commodity sales rose by 25.5 percent; exports increased 
by 35.9 percent; and local revenue grew by 49.8 percent 
in terms of comparable specifications. Major targets for 
economic development were fulfilled by over 50 percent 
by the end of June. Development of science, technology, 
and education was expedited, and the socialist spiriwal 
civilization, democracy, and the legal system were fur- 
ther strengthened. Despite the numerous problems and 
difficulties in the process of advancement, Beijing en- 
joyed political and social stability, and its general situ- 
ation was good. 


After the reports given by these commissions and of- 
fices, Li Qiyan gave a summary report. He said: A re- 
view of the work of the first half of this year made us 
feel more deeply that to make Beijing's work 4 suc- 
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cess, the most important thing is to unfailingly maintain 
political unity with the party Central Committee with 
Comrade Jiang Zemin as the core and to take the initia- 
tive in safeguarding the authority of the party Central 
Committee. As the national capital, Beijing should play 
a leading role in implementing the major principles and 
work arrangements of the central authorities, and be firm 
in Carrying out the central instructions and decisions on 
Beijing’s work. Regarding the understanding of the na- 
ture and functions of the city of Beijing, the orientation 
of urban development, the objects of service, and the 
fundamental issues concerning the overall situation in 
Beijing’s development, such as the ideas for economic 
development and the selection of patterns, we should 
bear the specific conditions in mind, work in a creative 
manner, and implement the instructions and decisions 
resolutely. 


Li Qiyan said: We should further correct guiding 
thoughts and clarify the orientation concerning several 
issues and achieye good results in this. We should per- 
sistently take economic construction as the central task 
and greatly develop the economy compatible with the 
characteristics of the national capital. First, we should 
have a reasonable city layout, and suit economic devel- 
opment and urban and rural construction to the nature 
and functions of the national capital. When starting im- 
portant construction projects, we should first take the 
State’s requirements into consideration, conduct scien- 
tific appraisals, screen and approve the projects strictly, 
or submit them to the State Council for decisions when 
necessary instead of overstepping our power to make 
decisions. 


Second, we should maintain a proper development scale 
and rate, achieve harmony and unity between economic, 
social, and environmental benefits, and never deviate 
from the nature and functions of the city. Third, when 
considering the patterns and methods for development, 
we should aim at upgrading scientific and technologi- 
cal levels and the quality of laborers, pay attention to 
improving the overall economic quality and efficiency, 
refrain from starting new projects, and raise the techno- 
logical level and expand production based on the reform, 
reorganization, technical transformation, updating, and 
potential tapping of the existing enterprises and the op- 
timal distribution of resources. Fourth, based on the re- 
form oriented to establish the modern enterprise system, 
we should successfully solve the problems concerning 
the inherent mechanism and motivation of economic de- 
velopment, reserve and build up financial resources, and 
introduce funds from abroad to address fund shortages 
and lack of reserve strength. Proceeding from the under- 
standing of the tasks mentioned above, we should pay 
particular attention to the following work when devel- 
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oping the economy in the second half of this year: make 
great efforts to adjust the economic structure, especially 
the industrial composition; prioritize the reform of state- 
owned large and medium- sized enterprises while pro- 
ceeding with all other supporting reforms in a coordi- 
nated manner; open wider to the outside world; and in- 
tensify the research on Beijing’s economic development 
strategy, and conscientiously do a good job in drawing 
up the Ninth Five-Year Plan and the plan for the period 
until 2010. 


Li Qiyan said: Complying with the requirements on 
the nature and functions of the national capital city, 
we should make urban and rural construction and 
administration still better. We should first of all unify 
our thinking in line with the spirit of the central 
instructions on Beijing’s work. We must adopt an 
overall point of view, political point of view, and 
service point of view, proceed from the general task 
of the entire country, and implement to the letter all 
the central decisions on strengthening macro-control. 
We should strengthen macro-control, curb inflation, and 
strictly control the inordinately large price increases. 
We should adhere to the purpose of serving the people 
wholeheartedly and prioritize the various work closely 
related to the vital interests of the masses. Beijing 
is an extraordinary large city with a population of 
over 10 million with a complicated level of consumer 
demands. We should try all we can to meet the 
different levels of demand, especially the demand of the 
masses. At present, we should particularly intensify the 
comprehensive implementation of the "convenience-the- 
people project" and strengthen the role of state-owned 
commercial units as the major commodity distributors; 
pay attention to and realistically resolve the difficulties 
in the life of low-income people; solve the problems 
in technical transformation, updating, capacity increase, 
and output increase of the water, electricity, gas, and 
heat supply; public transportation, telecommunications, 
public health, and education facilities, which are directly 
related to the masses; and expedite the comfort housing 
project. 


Li Qiyan said: We should uphold the strategy of 
rejuvenating the country with science, technology, and 
education, and further develop science, technology, and 
education. We should further promote the spiritual 
Civilization. As the national capital, Beijing should 
become the country’s example in building the spiritual 
Civilization. We should ge all out, perfectly carry out 
all the service work for the fourth World Conference 
on Women, and show to the world the great momentum 
and spiritual outlook of the reform, opening up, and 
modernization drive of China and its capital, Beijing. 
We should make resolute efforts to maintain the stability 
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of the capital, regard stability as the task of prime 
importance with the unified arrangements and leadership 
of the municipal party committee, go all out, and make 
persistent efforts to ensure the safety of the locality. 


Li Qiyan said: We should conscientiously draw lessons, 
step up efforts to improve the government itself, 
unswervingly carry out the anticorruption struggle 
through to the end, and strictly investigate and handle 
according to law all persons involved in corruption, no 
matter who they are. We should step up efforts to raise 
the ideological and political levels of governments at 
all levels. Leading cadres should play an exemplary 
role. The mayor, vice mayors, or principal leaders of 
governments at all levels should take the lead. We 
should educate all cadres with Marxist and Leninist 
ideology, firmly brace a correct outlook on the world, 
life, and value, keep firmly in mind the purpose of 
serving the people wholeheartedly, and, in the new 
Situation of reform and opening up, take the initiative 
in resisting the temptation and impact of corrupt 
ideas of all descriptions, such as money worship, 
pleasure seeking, and ultra-individualism. In particular, 
we should establish and improve the mechanisms to 
supervise and restrict powers and perfect all systems 
and discipline. In line with the requirements of relevant 
central departments and the municipal party committee, 
we should further draw up the regulations on adminis- 
trative honesty and self- discipline, and examine and 
enforce them one by one. Governments at all levels and 
all departments should perform their respective duties, 
have the courage to hold responsibility, and play their 
role still better. They should uplift the spirit, uphold 
high standards, set strict demands, enhance confidence, 
overcome difficulties, do all work in a down-to-earth 
manner, and continue to push forward the reform, 
opening up, and modernization drive of the national 
capital. 


Wei Jianxing pointed out in his speech: Over the past 
two months since the party Central Committee made 
decisions on Beijing’s problems, Beijing has enjoyed 
political and social stability, sustained economic devel- 
opment, and smooth progress of all undertakings. Its 
overall situation has been good. This proves that the 
large number of cadres and party members through- 
out the municipality are capable of maintaining political 
unity with the party Central Committee with Comrade 
Jiang Zemin as the core and are totally capable of being 
relied upon. 


Wei Jianxing emphasized: Beijing should correct guid- 
ing thoughts according to the spirit of the central in- 
structions and make its economic work still better. Bei- 
jing is currently faced with very heavy afd complicated 
tasks and numerous difficulties and problems in various 
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fields. We should observe the spirit of central instruc- 
tions, firmly focus on economic construction, which 
is the central task, concentrate efforts to promote the 
economy, and facilitate comprehensive social progress. 
Some people misunderstand and think that Beijing does 
not have to take economic construction as the central 
task since it is a political center and its major task is 
service. But the reality is that only when the economy 
is developed will we have the necessary conditions and 
base to render good service. Other people worry and 
think that such a serious case as Wang Baosen’s in Bei- 
jing will unavoidably have an impact on the economy. 
We should, in deed, increase the efforts to oppose cor- 
ruption, but the anticorruption work should always be 
focused on economic construction, the central task, and 
comply with and serve this central task. The question 
for Beijing is not whether it should promote the econ- 
omy. It is how to correct guiding thoughts according to 
the spirit of central instructions and make the economy 
still better. Central leading comrades gave clear instruc- 
tions on many occasions on Beijing economic and social 
development. To sum up, they prioritize the following 
work: 


First, we should correct the orientation for the construc- 
tion of the national capital. We should make it clear that 
Beijing is the political and cultural center of the country, 
and that Beijing’s construction and development should 
always be carried out in such a way that they keep and 
continuously strengthen Beijing’s position as a political 
and cultural center. 


Second, we should clearly define the objects of service 
for Beijing. Beijing should render service for party, 
government, and army leading organs to conduct work 
normally. It should also provide service to increasingly- 
expanding international exchanges; to the educational, 
scientific and technological, and cultural development 
of the country; and to the work and life of its residents. 
In serving it residents, Beijing should emphasize serving 
the masses and show particular attention to low-income 
residents. 


Third, we should take the overall situation into consid- 
eration and proceed from the general task for the entire 
party and entire country to arrange Beijing’s work. The 
key is to take the lead in maintaining political unity 
with the party Central Committee, with Comrade Jiang 
Zemin as the core; to implement the line, principles, and 
policies of the party Central Committee and the laws of 
the state in an exemplary manner; and to ensure the 
smooth enforcement of central decrees in Beijing. 


Fourth, Beijing’s construction should suit its specific 
local conditions. In future economic construction, it is 
not recommended to start new projects or industrial 
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projects that will require high energy consumption 
and cause serious pollution. We should upgrade the 
technical level and economic efficiency of enterprises 
based on their reform, reorganization, and technical 
transformation. We should put into practice the strategy 
of rejuvenating the country with science, technology, 
and education as well as rely on and utilize to the fullest 
Beijing's scientific and technological advantages. 


Fifth, we should make Beijing rank among the best in 
the country in building the spiritual civilization and in 
improving democracy and the legal system. 


Sixth, we should ensure the stability of the national 
Capital. Stability is a task above everything else. 


Wei Jianxing stated: We should conscientiously study 
and understand the spirit of the central instructions, 
unify the thinking of cadres in line with the instruc- 
tions, and guide and measure all our work within those 
instructions. The strategic research on Beijing’s long- 
term economic development, which is being conducted 
according to the arrangements of the municipal party 
committee and government, should always accord with 
the spirit of the central instructions; should clarify the 
Objectives, ideas, and patterns of Beijing’s economic 
development; and should truly comply with the require- 
ments on the functions and nature of Beijing as the 
national capital. We are convinced that as long as we 
obey the spirit of the central instruction, summarize the 
past, and arrange the future, the work in all fields will 
become still better. 


Wei Jianxing pointed out: We should correctly summa- 
rize the lessons from the Wang Baosen case, turn this 
bad thing into a thing that will benefit us, and further 
strengthen party building and the building of political 
power. The Wang Baosen case has had a very adverse 
influence on the party and the country. This is an objec- 
tive reality that we cannot evade but must treat correctly. 
The correct attitude is that we should comply with the 
requirements of the party Central Committee; consci- 
entiously summarize and draw lessons; uplift the spirit; 
be confident; work hard; and turn the bad thing into 
a thing that benefits us. At present, we should achieve 
success in three aspects of work. First, we should use 
our actual anticorruption deeds to show that our party 
is determined and able to clean up its own corrupt phe- 
nomena under the leadership of the party Central Com- 
mittee with Comrade Jiang Zemin as the core, and then 
improve its prestige. Second, we should correctly sum- 
marize lessons, greatly strengthen party building and the 
building of political power, and use our actual achieve- 
ments to show that our party and socialist system are 
totally capable of addressing its problems. Third, the 
exemplary deeds shown in the diligent and honest per- 
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formance of official duties of leading cadres, especially 
those of the municipal party committee and government, 
should be used to enhance the confidence of cadres and 
the masses in leading bodies at all levels so that the 
prestige of the party and government can be improved. 


Attending the meeting were leaders of the municipal 
party committee, people’s congress Standing Commit- 
tee, and Chinese People’s Political Consultative Confer- 
ence committee including Ouyang Wenan, Duan Bin- 
gren, Qiang Wei, Xia Qinlin, Feng Mingwei, and Chen 
Dabai, as well as leading members of the municipal 
government. 


Inner Mongolia Secretary on Township Finance 


SK0208090595 Hohhot NEIMENGGU RIBAO 
in Chinese 15 Jul95 pl 


[By reporters Liu Shaohua (0491 1421 5478), De Bin 
(1795 2430), and Zhang Jinyan (1728 6210 3601): 
"It Is Imperative To Strengthen the Financial Build- 
up at Township Level, and Promote the Economic 
Development of Banners and Counties") 


[FBIS Translated Text] Liu Mingzu, secretary of the au- 
tonomous regional party committee, emphasized in the 
work meeting to build up all-region township-level fi- 
nances: "By strengthening the financial build-up at the 
township level, we can grasp the weak links in the fi- 
nancial work of our autonomous region. Great potential 
and hope for changing the difficult financial situation of 
Our autonomous region, can be found in township-level 
finances. As long as we can conscientiously achieve suc- 
cess in township-level economic development and finan- 
cial build-up in a down-to-earth manner, we can enhance 
and strengthen the economy of banners and counties, re- 
solve the financial difficulties of banners and counties, 
and assure that the development target, which was de- 
cided on by the sixth party congress, is fulfilled." 


The work meeting to build up the all-region township- 
level finance concluded on 14 July. Attending the 
meeting were leaders of the autonomous region, such as 
Liu Mingzu, Wu Liji, Liu Zuohui, Song Zhimin, and Xia 
Ri; and Gao Ying, deputy director of the local budget 
administration department of the Ministry of Finance. 


Liu Mingzu made an important speech. 


Liu Mingzu pointed out: We should clearly understand 
the situation, and grasp the good opportunity to develop 
our region’s township-level finances. Since reform and 
opening up, township-level finances saw fairly fast de- 
velopment. The all-region township-level budgetary rev- 
enue showed an average yearly increase of 17.2 percent, 
faster than the growth rate of the all-regional banner- 
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and county-level budgetary revenue in the correspond- 
ing period. Township-level finance has become an im- 
portant part of the autonomous region’s finances and 
also an important force in supporting the development 
of agriculture and animal husbandry, and improving 
all the undertakings in rural and pastoral areas. Mean- 
while, we should also perceive that the overall level 
of our township-level finance is still weak, and its pro- 
portion in the banner- and county-level finances is still 
much lower than the average level of the whole country. 
Therefore, we should strengthen the financial build-up 
at the township level, and promote the autonomous re- 
gion’s township-level finances to a new level. 


Liu Mingzu held: Now is a good time to pay attention 
to building up finances at the township level. First, the 
party Central Committee and the State Council attached 
importance to the foundation role of the agriculture and 
animal husbandry, and took many effective measures to 
develop the production of agriculture and animal hus- 
bandry. Agriculture and animal husbandry have reaped 
bumper harvests for several consecutive years, and the 
economic efficiencies of agriculture and animal hus- 
bandry have continued to increase. This provided a sta- 
ble basic financial resource for township-level finances. 
Second, the autonomous regional party committee and 
government took developing township enterprises as a 
key point in economic life, and stipulated policies to 
support the development of township enterprises. The 
upper level, the lower level, and all quarters, all in- 
creased the momentum to support the development of 
township enterprises. In the first half of this year, the 
development speed of the township enterprises topped 
70 percent of the annual quota, and it might increase 
by 100 percent towards the end of this year, provid- 
ing new resources for township- level finances. Third, 
the revenue-sharing system standardized the distribution 
system between the Central Government and the local- 
ities, changed the revenue and expenditure structure of 
the local finance, and created necessary systems for ra- 
tionalizing the distribution relationship between coun- 
ties and townships. The revenue-sharing system will cer- 
tainly mobilize the township-level finance’s initiative to 
find, to accumulate, and to administer the financial re- 
sources; and will optimize the township-level financial 
build-up. We can promote our township-level financial 
build-up to a new height if we grasp the opportunity, 
rationalize the township-level financial system, establish 
tules and systems, strengthen management, and clearly 
define the responsibilities. 


In line with the actual situation of our autonomous re- 
gion in which many banners and counties have poor 
economic strength and financial difficulties, Liu Mingzu 


emphasized: It is imperative to implement the responsi- — 
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bility system, and realize self-sufficieny step-by-step at 
the banner- and county-level. The foundation for making 
our financial situation turn basically for the better lies 
in townships and towns, and the key lies in banners and 
counties. All the banners and counties should conform 
to the situation of the localities, observe the rules of 
market economy, correctly spot opportunities for break- 
through, accelerate economic development, strengthen 
the build-up of financial resources, increase the revenue, 
and resolve problems in financial self-sufficiency. The 
economic development of banners and counties remains 
unbalanced and the financial situations remains uneven 
throughout the whole autonomous region. Therefore, 
progress in each banwer and county on the path to at- 
taining financial self-sufficiency, will be different; it is 
impossible for them to be the same. It is under the study 
of the autonomous region that we take measures from 
next year of signing responsibility contracts to realize 
financial self-sufficiency in a step-by-step manner. A 
concrete method would be to divide the 87 banners, 
counties, cities, and suburban areas, except the urban 
areas, into three categories, and to take different mea- 
surements and set different requests according to the 
different situations. 

In the first category, are banners and counties that 
have developed faster and stronger economically, and 
are implementing or basically implementing financial 
self-sufficiency. For these banners and counties, the au- 
tonomous region will not change the basic amount of 
subsidization so that they will accelerate development 
and attain surplus finances. In the second category, are 
the banners and counties with poor basic conditions, 
such as a backward economy, remote location, small 
population, or low financial self-sufficiency rates, that 
rely primarily on subsidies from the autonomous region 
for a living. With the exception of banners and counties 
that have special advantages, most in this category do 
not possess the conditions for achieving great develop- 
ment in the next couple of years. Besides maintaining 
the basic subsidy amount of banners and counties in this 
Category, the autonomous region should strictly control 
the authorized size of their administrative bodies, and 
assure the wages of the administrative personnel as well 
as normal operations. In the meantime, we should sup- 
port them, in line with their real situations, to promote 
some projects which require shorter construction peri- 
ods and less investment, and produce quicker yield so as 
to help their finances make a turn for the better. There 
is one category which falls between the two where ban- 
ners and counties have some foundations in the primary, 
secondary, and tertiary industries, and, after hard work, 
will be financially self- sufficient within a few years. For 
these banners and counties, the relevant departments of 
the autonomous region, including the departments of fi- 


is prohibited without permission of the copyright owners. 


FBIS-CHI-95-148 
2 August 1995 


nance, banking, planning, foreign trade, agriculture, an- 
imal husbandry, forestry, and water resources, should 
take supporting measures, properly pool the forces of 
all quarters, including capital, technology, qualified per- 
sonnel, and projects, and assist their development so as 
to make them financially self- sufficient. 


Liu Mingzu held: As the autonomous region can not 
pool too many funds, technology, qualified personnel, 
and projects per year, it will be dispersed to banners and 
counties through competition. Financial and banking 
departments of the autonomous region should decide 
on how much supporting funds they will give per year. 
According to the financial situation, they can decide 
the financial quota for banners and counties every year 
and then appraise the projects submitted by banners 
and counties. After appraisal, the banners and counties 
that will receive the supporting funds will be decided. 
Principal leaders of the autonomous region, the banners 
and the counties, should sign the responsibility contracts 
after they negotiate agreements. The two signatories of 
the responsibility contracts should act in accordance 
with the regulations stipulated in the responsibility 
contracts over the prescribed three year period. The 
conditions set forth by the autonomous region are: The 
banners and counties that win the supporting funds 
should become financially self-sufficient within three 
years. In the prescribed three year period, the secretary 
and the heads of the banners and counties will not be 
transferred or promoted. If the banners and counties turn 
Out to be financially self-sufficient within the time limit, 
the secretaries and heads may be duly promoted, and 
they may even be promoted more than one grade at a 
time. If the banners and counties are still not financially 
self-sufficient after the period is up, the secretaries and 
the heads will be demoted to the deputy rank of their 
original posts. From next year, the autonomous region 
will support some banners and counties in an effort to 
make them financially self-sufficient, or basically self- 
sufficient, before the end of this century. 


Finally, Liu Mingzu emphasized: Acceierating the eco- 
nomic development of banners and counties and real- 
izing financial self- sufficiency step by step are ardu- 
ous and urgent tasks. The party committees and gov- 
ernments at all levels should grasp the opportunity and, 
with a high sense of being responsible to the party as 
well as the people, pay substantial attention to this task 
and achieve some good results. All the leagues, cities, 
banners, and counties should coordinate to carry out 
the Ninth Five-Year Plan, formulate plans to achieve fi- 
nancial self-sufficiency, and set forth targets as well as 
measures. 


This meeting summed up and exchanged the ad- 
vanced experiences of township-level financial build-up 
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throughout the region. It cited 15 civilized units and 19 
advanced individuals, such as Yadong town in Arun 
Banner. It also discussed the "resolutions on further 
improving the financial work of sumus, townships, and 
towns” (the draft outline for soliciting opinions). Song 
Zhimin, vice chairman of the autonomous region made 
arrangements to implement the spirit of this meeting. 


Shanxi Water Shortages Exceed Ministry Standards 


OW0108162695 Beijing XINHUA in English 
1616 GMT 1 Aug 95 


(FBIS Transcribed Text] Taiyuan, August 1 (XINHUA) 
— A life- long dream of Gong Houding, a 52-year- 
old farmer of Luliang Prefecture, Shanxi Province, has 
finally become reality: tap water is within reach right in 
his own home. 


The mountainous area Gong lives in was one of 
frequent, serious water shortages, but the availability of 
water in Gong’s home and in those of his neighbors is 
the result of the township government’s drinking water 
project which it finished by the end of last year. 


Before that time, Gong and other villagers had to get 
their water from a gully two km away. Gong told 
reporters that he had been hauling water from a long 
distance away since he was 15 years old, the practice 
having dragged on for 37 years. 


Turning on the newly-installed tap in the kitchen, Gong 
invited reporters to have a taste of the tap water, 
explaining that it is not easy to get such water. 


It goes back to June of 1994, when Caijiaya Township 
of Xingxian County sunk 17 wells and laid some 60,000 
m of pipeline, using 3.5 million yuan of state financial 
allocations and a pool of funds from local residents. 


When the project was finished at the end of last year, 
it was capable of supplying 5,000 tons of water a day, 
solving the drinking water problem for the township's 
25 villages and its more than 10,000 residents, as well 
as for more than 1,000 head of livestock. 


Luliang Prefecture is one of China’s poorest areas, 
and although it has managed to solve the drinking 
water problem for 930,000 people over the past decade, 
180,000 people still have difficulties. 


Water shortages here far exceed the minimum standards 
set by the Ministry of Water Resources, because the 
lateral distance from a water source to a residential 
center is more than one km, and daily per capita water 
consumption is less than 20 litres. 


Dongjiayan Village of Linxian County, adjacent to 
Xingxian County, has 50 households with 160 residents 
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periodic dry spells, there is a water shortage when the 


The village has a large hilly, cultivatable area around 
it, but because of the water shortage, no cattle can be 
kept in the village, and farmers still use the primitive 
method of relying on human beings to pull the plough. 


Such cases are not rare in Linxian County. An official 
with the UN Food and Agricultural Organization who 
visited the region three years ago and accompanied local 
a woman on her water gathering routing, trudging up to 
her mountain home for quite a long while, concluded 
that Chinese women are great, and that the area does 
not have conditions to sustain human existence. 


Nonetheless, every sq km of Linxian County has 174 
inhabitants. About half the 1,000 villages still have 
difficulty in obtaining drinking water. Magistrate Xue 
Wanming says that it would cost about 50 million yuan 
to completely solve the drinking water problem, and 
believes that it will be solved by the turn of this century. 


Caijiayan Township set a good example for Luliang 
Prefecture in building a solution to the drinking water 
problem faced by all residents and livestock. 


Officials from local water resource departments say 
that in areas where water shortages are very serious, 
such as Luliang, solving the problem for local residents 
and livestock should be done in accordance with local 
conditions and using various measures. 


By the end of 1994, China had solved the drinking water 
problem for 160 million rural people, or 78 percent 
of the country’s rural population suffering from water 
shortages. The Chinese Government plans to adopt 
various measures to completely wipe out the problem 
for the remaining 46 million people before the year of 
2000. 


Tianjin Improves Environmental Protection 


OW0108134395 Beijing XINHUA in English 
1328 GMT 1 Aug 95 


(FBIS Transcribed Text] Tianjin, August 1 (XINHUA) 
— A 34-year-old coal ash covered area on 21 hectares 
of ground was recently shut down and owners ordered to 
clean up the mess in north China’s port city of Tianjin. 


Forested ground and residential buildings will take its 
place which, for 34 years, Tianjin’s No. 1 Thermal 
Power Plant has used as a coal ash dumping ground. , 
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In recent years, some residential building sprang up near 
the ground, and dust stirred up from the ground has 
caused serious pollution in the area. 

Representatives from the local people’s congress, the 
local legislative body had suggested time and again to 
the municipal government that the ground be cleaned 
up. After careful negotiations with electric power de- 
partments, the municipal government decided to clean 
up the ground and build new a new dump elsewhere. 


Within a matter of months, hundreds of thousands of 
tons of ash that had been stored for decades has been 
cleaned up and the site was waiting for construction on 
residence and parks to begin. 

Since the establishment of a standing committee for lo- 
cal peopic’s congresses in 1992, the legislative body 
here has paid increasing attention to environmental pro- 
tection in the city. Laws and regulations on environmen- 
tal protection are passed and law makers also supervise 
the work closely. 


Northwest Region 


Insurance Industry Develops in Qinghai 
OW0208090795 Beijing XINHUA in English 
0858 GMT 2 Aug 95 


(FBIS Transcribed Text] Xining, August 2 (XINHUA) 
— The insurance industry has been developing at an 
average annual rate of 45 percent in northwest China’s 
Qinghai Province since 1980, when the provincial 
branch of the People’s Insurance Company of China 
(PICC) resumed business. 


An insurance network covering virtually all parts of the 
province has taken shape, with insurance institutions and 
outlets numbering over 1,200, said Pan Zihao, general 
manager of PICC Qinghai. 


The branch has developed more than 140 types of 
insurance coverage under the three broad categories of 
life, property and risk insurances, Pan said, adding that 
his company has provided insurance coverage for assets 
worth « total of 20 billion yuan and over one million 
people. 

He noted that PICC Qinghai also attacixes great impor- 
tance to developing international insurance business and 
has established business relations with 150 countries 
and regions all over the world. Foreign-related insur- 
ance business has grown by an average annual rate of 
65.65 percent over the past 15 years. 


PICC Qinghai has handled 115,000 insurance claims 
and paid out 211 million yuan in compensation to work 
units, families and individuals. 
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‘Text’ of Li’s National A*@iress, 27 Jul 
OW0108113695 Taipei CHUNG-YANG JIH-PAO 
in Chinese 28 Jul 95 p 3 


[Text of address by Li Teng-hui in Taipei on 27 
July: "The Two Shores Coexist and Enjoy Common 
Prosperity; Pursue Peaceful Unification"] 

(FBIS Translated Text} President Li Teng-hui yester- 
day [27 July] personally attended the Fifth Session of 
the Second Nationai Assembly and delivered a eight- 
point state of the nation address. The eight points are: 
full implementation of administrative reform; laying a 
solid foundation for promoting the rule of law; opti- 
mistic prospects of economic and social development; 
solidifying and strengthening national security, laying 
a solid base for cultural and educational development; 
gradual progress in cross-strait relations; pragmatic pro- 
motion of foreign relations; and striding hand in hand 
toward victory. 


The text of the state of the nation address is as follows: 


The Fifth Session of the Second National Assembly cer- 
emoniously opened on 21 July. Today, as the presi- 
dent of the Republic of China [ROC], I feel extremely 
honored to deliver a state of the nation address. Since 
deputies to the current National Assembly assumed of- 
fices, you have {r-quently given me advice and encour- 
agement, and have shown profound concern for and 
made contributions to state affairs. | would like to take 
this opportunity to particularly express my highest re- 
spect and sincerest thanks to you. 


As development of the post-Cold War international situ- 
ation shows, promoting democratic reform and improv- 
ing the people’s livelihood and well-being have become 
an important objective that all countries have raced 
to achieve. Meanwhile, with unmeasurable blood and 
sweat shed by the people of the ROC, the country has 
created an “economic miracle" and “political miracle," 
setting a new beginning of Chinese history and winning 
wide approval from the international community. These 
results, created by the Chinese people themselves, not 
only prove that the Chinese people are able to build a 
modern country for themselves, but also are providing 
benefits to the international community. 


As long as we can use the people’s resolution and power 
to guide the government to advance continuously, then 
time is our most valuable asset. It has been only one 
year and two months since I last delivered a report 
to the National Assembly session, but there has been 
considerable development and breakthroughs in our 
couniry’s work in various fields. In facing the future, 
the fact that progress has been made in various fields 
gives us tremendous confidence, optimism, and courage. 


TAIWAN 73 


1. Full Implementation of Administrative Reform 


Time and society have changed rapidly and unceasingly, 
and at the same time become more pluralistic and 
democratic. Our government system, if it is unable to 
positively adapt to various changes in subjective and 
objective environments, will be unable to satisfy the 
peopie’s needs and expectations. The purpose for the 
government to promote administrative reform is, by 
improving administrative efficiency, to establish good 
a civil service system to usher in the era of “popular 
sovereignty”. 


The purpose of our improving administrative efficiency 
is to build an honest and able government; and, based 
on the principle of being honest and clean, efficient, 
and people-minded, to actively promote work in wip- 
ing out corruption, improving government work style, 
strengthening organizational work, reducing personne), 
improving financial soundness, reducing deficits, pro- 
viding conveniences to the people, and improving ser- 
vices. Although we have made various improvements 
since we began to implement the program, the results 
inevitably still fall short of the people’s desire and de- 
mand. Therefore, we still need to review our work, make 
further improvements, and go all out to achieve more 
noticeable results so the people can feel the concrete 
results of administrative reform. 


In building a good civil service system, we sincerely 
realize that only if a good civil service system is built 
can we have highly efficient officials, and only if we 
have highly efficient civil administrators can we have a 
highly efficient government. Currently, the focus of the 
government’s efforts is on strengthening the examina- 
tion system and improving the examination technique 
so that the system of examining and selecting civil offi- 
Cials can be strengthened and outstanding people can be 
selected and promoted; and on drafting public servants 
standards law, governing officials in charge of politi- 
cal affairs, and law on public servants administrative 
neutrality, to consolidate overall personnel law and sys- 
tem, to clearly define the responsibility and authority of 
officials in charge of political affairs, and to ensure ad- 
ministrative neutrality of civil officials. The government 
will continue to improve and develop the entire exami- 
nation law and regulations in a timely, forward-looking, 
and continuous manner. 


At the same time, we will continue to. review them 
with an open mind, bring in new ideas, and seek more 
efficient and feasible ways, so the examination system 
can better serve its purpose of nurturing, storing, and 
recruiting talented people, and that the civil service 
system will further improve. 
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2. Laying a Solid Foundation for Promoting the Rule 
of Law 


A democratic constitutional government is not only an 
excellent political system but also an ideal way of life. 
Since assuming the office of the eighth president, I have 
regarded “promoting reform of constitutional govern- 
ment and ensuring popular sovereignty" as my utmost 
duty. Over the past five years, under the vigorous sup- 
port from all members of the First and Second National 
Assemblies and earnest expectations of fellow coun- 
trymen, this arduous political project was completed 
last July. However, the democratic constitutional gov- 
ernment must be supported by a sound legal system. 
Therefore, from now on, we should adopt a more ac- 
tive attitude and work with a firmer resolve to promote 
construction of the legal system. 


Legal system construction is a formidable challenge 
that brooks no failure. To perfect the legal system, we 
have, so far, completed amendments and revisions of 
articles in the Constitution; and have formulated the 
"law on provincial and county autonomy,” the “law on 
autonomy for municipalities directly under the central 
governm “t,” and other important laws. Meanwhile, 
to reform the judicial system, the Judicial Yuan and 
the Ministry of Justice formed the Judicial Reform 
Committee and the Judicial Reform Group respectively 
to study major reforms related to definition of the 
Judicial Yuan’s position, levels of court trials, collation 
of laws and statutes, litigation system, self-rule and 
self-discipline of judges, jurisprudence, and training and 
education of judges. 

As far as legal affairs are concerned, the government 
will — in addition to enhancing the procuratorial 
functions, accelerating prison reform, and increasing 
judicial protection measures — work more vigorously to 
reinforce judicial discipline and to cultivate a clean and 
honest style of government so as to boost the authority 
of justice. Meanwhile, we will strengthen education of 
society and foster an awareness of the rule of law. In 
particular, we hope that the rule of law will strike root in 
the hearts of fellow countrymen, becoming their code of 
conduct and way of thinking, as well as an indispensable 
component in their daily life. 


3. The Optimistic Prospects of Economic and Social 
Development 

In the past year, given the conspicuous changes that 
have taken place with respect to the international 
economic situation, the government has pressed for 
economic liberalization and internationalization with 
a far-sighted vision to lay a solid foundation for 
our country’s development in the next stage. In the 
future, we should go all out to expand the pattern 


FBIS-CHI-95-148 
2 August 1995 


of liberalization and internationalization, striving to 
achieve institutional breakthroughs and converge with 
international standards so as to join the forest of 
developed nations. 


As far as participation in the international economic 
affairs is concerned, we have actively applied for 
accession to GATT [as received]. With consultations 
with all signatories nearly in completion so far, we 
expect to join GATT [as received] in the near future 
to become a member of the World Trade Organization. 
To explore the space for our economic activities, 
Executive Yuan Premier Lien and I visited Southeast 
Asian countries on two separate occasions last year 
to effectively promote our country’s ixvestments in 
the region. In 1994, our country’s investments in 
Southeast Asian nations increased 350 percent with an 
accumulative total of $21.6 billion yuan, becoming the 
second largest investor nation, second only to Japan, in 
the region. 


In order to build Taiwan [as received] into a highly 
liberal, open economic entity, the Executive Yuan 
adopted the “program for developing Taiwan into an 
operational center in the Asia-Pacific region” earlier this 
year. At the beginning of July, the Legislative Yuan also 
passed relevant laws and regulations for implementing 
the program on the “operational center in the Asia- 
Pacific region,” in a bid to invite domestic and foreign 
enterprises to set up bases in Taiwan, and to amass 
capital, technology, talented personnel, and information 
at home and abroad to jointly open up and operate 
the Asia-Pacific regional market embracing Taiwan. 
By so doing, our economy can absorb international 
forces to scale new heights and can be more closely 
integrated with the Asia-Pacific regional economy to 
achieve common development and progress. This is the 
best opportunity for our economy to undergo a complete 
change. 


To the extent permitted by its financial means, the 
government is establishing a social security system in a 
step-by-step manner, and promoting all kinds of social 
insurance schemes in a planned manner, with a view 
to improving the people’s well-being. The nationwide 
health insurance system that was officially implemented 
in March this year was a major policy with wide-ranging 
influence. To promote the sound development of our 
social insurance system, the government will thoroughly 
examine various problems that the public bring to 
its attention during the course of implementation, and 
revise relevant laws and regulations in a timely manner 
so the majority of people will enjoy the tangible benefits 
of social insurance. . 
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Moreover, it will work hard to improve and rationalize 
ali social insurance funds to avoid overburdening the 
national coffers. More importantly, we need to empha- 
size that the social insurance system should by no means 
jeopardize or replace our inherent traditional culture of 
ethics. We should ensure that the two will complement 
each other to create an even more harmonious and com- 
fortable society. 


4. The Consolidation and Strengthening of National 
Security 


Although the international situation has gradually 
moved toward detente in recent years, many destabi- 
lizing factors still lurk below the surface, making local 
conflicts inevitable. Some countries in the Asia-Pacific 
region are vying with each other to expand their 
arsenals. The Chinese Communist regime has been the 
most active of all. It has not only posed a serious threat 
to us but has also heightened instability for countries 
around the South China Sea. 


At present, our foremost task in national defense con- 
struction is to build an "effective deterrent and rapid- 
reaction” defense force that will offer the Communist 
Chinese regime an idea of the possible costs and se- 
rious consequences of launching an armed invasion of 
Taiwan, and keep it from acting recklessly. Aside from 
actively updating our second-generation weaponry and 
improving our triphibious mobile operational capability, 
we are drawing up the second-generation troop dispo- 
sition plan in accordance with future war-preparedness 
requirements, and in light of the country’s manpower 
and financial resources. 


In continuing the policy of creating crack troops, 
the national armed forces have initially completed 
the rationalization of their organization, reduced the 
number of troops, and improved the ratio of active- 
duty servicemen in combat troops in accordance with 
the goals of the 10-year troop disposition plan. We 
should review anew the strategic unit organization of 
the three branches of the armed forces in a step-by-step 
manner in light of future developments, and reorganize 
as appropriate high-level command bodies and military 
education and training organs so that the national armed 
forces will account for approximately 1.7 percent of 
our country’s total population, a figure that corresponds 
to the ratio of total troops to total populations in 
democratic developed nations in genera!, and one that 
does not exceed the standard figure of 2 percent. 


Moreover, the national armed forces are actively im- 
proving education and training; raising the educational 
standards of officers and men; reinforcing patriotic no- 
tions; improving the living conditions of officers and 
men in a step-by-step manner; and taking better care of 
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demobilized officers and men. Also, they are further vp- 
dating the mobilization system; reorganizing and ouzdfit- 
ting troops for possible mobilization; improving the: lo- 
gistic system; and developing national-defense science 
and technology in conjunction with academic and in- 
dustrial circles to improve the country’s industrial pro- 
duction capacity. 

National defense is the business of the entire nation. 
Apart from active planning by the government, we hope 
that compatriots across the country will participate in 
national defense construction. Only by doing so can we 
form an integrated force and ensure national security. 


S. Intensive Cultural and Educational Construction 


The reform of social and cultural education is currently 
one of the major goals of government. Besides turning 
the Taiwan of today into the richest region in China’s 
history, we should also turn the Taiwan of tomorrow 
into a model with the finest cultural attainments in 
China’s history. To run a greater Taiwan, we should 
convert our economic and political gains into a driving 
force for improving people’s quality of life and cultural 
standards. Only by doing so can we cross the final 
threshold of being a developing country and become 
a Civil society that is progressive and mature. 

To run a greater Taiwan, we must start with small 
communities; to build a new China, we must put 
our hand to traditional culture. We should transplant 
and bring forward Chinese culture in Taiwan while 
also reinvigorating and promoting indigenous culture. 
I visited various localities over the past year to actively 
push for the reconstruction of “community culture” 
in the hope to break narrow-minded local clannish 
mentality, to achieve a community consensus, and to 
implement a democratic political process and local 
autonomy, thereby establishing the awareness of a 
national community of lives. 


At the same time, we hope that community residents will 
achieve a consensus for taking part in running their own 
community affairs and social lives, and will concentrate 
efforts to rebuild a beautiful image of the homeland. We 
should not oniy build a new society with community 
awareness but also should cultivate a new generation of 
cultured people with community sensitivity. 


To accomplish the gigantic project of social and cultural 
reform, we must further exert ourselves to integrate 
the rich substance of our culture into the work plans 
of various government administrative departments. In 
the process, we should reexamine educational work, 
which has a vital bearing on our country’s future 
development. For a long time, we have boasted of our 
progress in education which, however, has begun to 
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show some effects of dislocation in Certain areas. We 
should promptly rectify such instances so as to build up 
the energy for national construction. 


With a view to training top-notch personnel for national 
and social reconstruction and development, last year we 
inaugurated the Committee for Deliberating Educational 
Reform, which will put forward innovative suggestions 
for various educational issues. 

6. Gradual Progress in Cross-Strait Relations 

a visible disparity has emerged between the two sides of 
the Taiwan Strait after more than ‘our decades of sep- 
aration. How to gradually reduce the disparity through 
exchanges of family visits and economic and trade, cul- 
tural, academic, sports, and information exchanges for 
achieving the goal of national reunification has always 
been the direction of the government’s endeavor. How- 
ever, it is an undisputable fact that China is currently in 
a State of separation and is ruled under separate regimes. 


If a country were not separated and ruled under separate 
regimes, why is it necessary to discuss reunification? 


Therefore, in the process of seeking reunification, both 
sides have no reason not to face squarely up to this 
reality. Ignoring separation and rule under separate 
regimes is tantamount to obstructing the process of 
reunification! 

On 30 April 1981 I officially declared the termination of 
the Period of Mobilization for Suppression of Rebellion, 
and abolished the interim provisions governing the 
Period of Mobilization, thereby demonstrating the ROC 
Government's sincerity in abandoning the use of force 
to seek national reunification. However, in the past 
four years, mainland authorities have not taken concrete 
action to end the hostility. I hope Communist China 
will thoroughly understand that only by establishing 
the common understanding and mechanisms of solving 
disputes through peaceful means can the people on the 
two sides of the strait be exempted of the catastrophe 
of war and usher in the dawn of peaceful reunification. 


In fact, as the first step toward China’s peaceful re- 
unification, the two sides should coexist, achieve com- 
mon prosperity, and assist each other in the interna- 
tional arena. Imbued with fraternal feelings, the Chinese 
on the two sides of the Taiwan Strait should respect 
each other's space of international activities and jointly 
take part in various international organizations so the 
strength of the Chinese nation can add up and expand. 
There is no need whatsoever to confront and isolate each 


other. We sincerely hope that the Communist Chinese 
leaders will carefully study and understand the six- 


point statement on the future development of cross-strait 
relations, which I made last 8 April, and will broaden 
their vision by working together with us to create a new 
opportunity and destiny for the Chinese nation. 
Substituting consultation for confrontation will be an 
inevitable trend in the development of cross-strait rela- 
tions. In the past few years, the Strait Exchange Foun- 
dation [SEF] and the mainland’s Association for Re- 
lations Across the Taiwan Strait [ARATS] have met 
many times to find solutions to problems arising from 
nongovernmental exchanges between the two sides. It 
is believed that along with an increase in topics for dis- 
cussion between the two sides and with the change in 
the composiiion of representatives to meetings, the two 
sides will yiadually take steps toward peaceful compe- 
tition. 

In the future, the institution for consultations between 
the SEF and the ARATS should not be interfered by 
other factors. The two organizations should continue to 
play their role so as to foster mutual trust, enhance be- 
nign interaction, and contribute to the harmonious de- 
velopment of cross-strait relations and national reunifi- 
cation. 

7. The Pragmatic Expansion of Relations With For- 
eign Countries 


In recent years, the international situation has changed 
rapidly. The domination of international politics by the 
two superpowers has become a thing of the past; multi- 
lateralism is gradually evolving into a trend. Economic 
cooperation has replaced the traditional confrontation 
between alliances while the functions of international 
organizations are receiving more and more attention. 


This pattern of pluralism, liberalization, democratiza- 
tion, and internationalization presents both opportuni- 
ties and challenges to various countries in the world. 
Faced with this situation, the ROC must actively secure 
broader room in the international community and a more 
rational international status so that the Chinese people 
in Taiwan, Penghu, Chinmen, and Matsu will enjoy due 
respect on the international stage. 


The basic spirit of our diplomacy is to perform are 
international obligations as best as possible in jointly 
safeguarding world peace and prosperity with other 
countries, while, at the same time, working to restore 
its international dignity. For this reason, we will not 
miss any opportunity to join international organizations 
and participate in international activities. That our 
application for joining GATT [as received] has received 
a positive response is cause for joy. 

Our desire to rejoin the United Nations has attracted 
widespread attention from the international media. In the 
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future, we must continue our efforts to gain international 
support until our mission is this respect is brought to a 
successful conclusion. 

In expanding relations with foreign countries, the gov- 
ernment will work hard to improve bilateral, reciprocal 
relations as a way to promote international Cooperation 
and progress. In the Asia-Pacific region, Latin America, 
and southern Africa where democratization and liberal- 
ization have become the order of the day, the ROC is 
playing a very constructive role as it works and shares 
development-related experiences with friendly nations 
to create an even better future. 

I visited the Middle East and the United States in April 
and June. Premier Lien also paid a visit to Europe in 
June. The purpose of these visits are to demonstrate, 
with a positive attitude and an enterprising spirit, the 
ROC’s existence and development in Taiwan, Penghu, 
Chinmen, and Matsu. 


Although the ROC is in diplomatic adversity, we still 
need to find a way out of our dilemma in a step-by-step 
manner. Instead of imposing restrictions on ourselves 
or becoming arrogant, we should create new diplomatic 
possibilities in a step-by-step manner in accordance with 
the principles of reciprocity and mutual assistance, so 
the needs for survival and development of the 21 million 
people will be fulfilled without hurting other countries 
or letting other countries ‘ntimidate us. 

Here, I would like to reiterate that the ROC is willing 
to help and cooperate with all democratic countries 
in jointly promoting progress and prosperity in the 
international community. Following the end of the Cold 
War, the world’s civilizations and cultures have received 
renewed attention. Our efforts to promote domestic 
cultural development are in keeping with this trend 
of the times. They are aimed at displaying our rich 
and mature cultural assets in the international civil 
community; at promoting a new fusion of the various 
cultures and civilizations of mankind; and at firmly 
upholding the basic values of mankind, human dignity, 
and respect for ways of life. 

In accordance with the basic concept of "bringing about 
progress through fusion,” the ROC is willing to work 
with other developed nations to ensure that various 
cultures and civilizations in the international community 
will complement and benefit each other. 

8. Striding Hand in Hand Toward Victory 
Deputies to this session come from various social strata 
and reflect the wishes of people across the country. 
You have endeavored to realize constitutional reform 
over the last few years, and now the satisfactory 
results have constituted a brilliant chapter of the ROC’s 
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have won the unanimous approval of our countrymen. 


Since I became the president at the mandate of our 
countrymen, what has always been in my mind is, 
judging the trend of the times and complying with the 
wishes of people across the country, has been to build 
the ROC into a civilized, advanced, democratic, and 
welfare society ruled by law. With the support and 


However, there is no end to progress, and our struggle 
should not stop. On the good foundation we have 
built, we should open up an even more meticulous 
and spectacular situation to achieve the following three 
objectives: 


time, we Sold have 2 comopolia mind twat 
entire world as a family. We should 

ourselves on Taiwan, bear the Chinese mainland 
in mind, and set our eyes on the whole world; we 


substance for the Chinese culture of the 21st century. 
Looking into the future, to turn our ideal into reality, we 
must courageously march forward and meet challenges. 
We are fully confident that challenges are the key to 
opening up the door to success and unity is the assurance 
for achieving success. As long as all of us closely 


unite together, disregarding where we are from and our 
genders and ages, and stride hand in hand, we definiteiy 


‘will be able to establish a new milestone of nat'. 1a! 


rejuvenation and accomplish our historical missic %f 
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developing a great Taiwan and building new Central 
Plains. 


I wish the ROC a prosperous future and everyone good 
health and happiness! Thank you. 


Li Reportedly Not To Attend Meeting im Alaska 
OW0108121595 Taipei Voice of Free China 

in English 0200 GMT I Aug 95 

(FBIS Transcribed Text] ROC [Republic of China] Pres- 
ident Li Teng-hui will not attend the joint conference 
of the U.S.-ROC and ROC-U.S. economic council. The 
council is an annual meeting of businessmen scheduled 
to be held in Alaska in September. Li made the decision 
on the advice of National Security Council Secretary 
General Ting Mao-shih, who advocated restoring mu- 
tual trust with the U.S. The U.S. State Department has 
been advised of Li’s decision through a charnel. The 
decision Came just prior to a meeting between Chinese 
Foreign Minister Qian Qichen and his U.S. counterpart 
Warren . Christopher knew of President Li’s 
decision not to attend the conference on Saturday [29 
July] when he told reporters that the US. will not for- 
bid Li from visiting the U.S. again. Relations between 
Beijing and Washington have been in a freefall since 
Li visited the U.S. in June for an alumnus reunion at 
Cornell University. Li’s visit prompted strong protests 
from Beijing. U.S.-Taiwan relations have also suffered 
following the visit. The channel of communications be- 
tween Taiwan’s de-facto ambassador to the U.S. and the 
U.S. Assistant Secretary of State has been temporarily 
closed as a result. This will not be to Taiwan's advan- 
tage and may hamper its long term interests. The U.S. 
has promised not to endanger Taiwan's interests in its 
talks with Beijing. 


OW0108122895 Taipei Voice of Free China 
in English 0200 GMT 1 Aug 95 


[FBIS Transcribed Text] The Republic of China [ROC] 
announced on Monday [31 July) that it would conduct 
artillery sts off Taiwan's eastern coast. The Combined 
Services Force said the tests will last from 1 to 
31 August. Last week, Mainland China concluded 
missile tests off the northern coast of Taiwan. The 


Force said the artillery tests will aim at a testing 
and research operation. The ROC hinted last week it 
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might develop nuclear weapons to defend itself, but on 
Monday withdrew any intention to do so. Fishing boats 
will be warned not to enter the practice zone during 
the tests. The ROC military said it will announce the 
specific time for the tests separately. 


Li Announces Military Drili 


0W0208022595 Taipei CNA in English 
0157 GMT 2 Aug 95 


[By Benjamin Yeh) 
(FBIS Transcribed Text] Taipei, Aug. 1 (CNA) — 


Li did not directly respond to the question, saying only 
that the military is not supposed to make public details 
of its acquisitions. He did promise to invite the deputies 
to witness the military drill in October, however, so they 
Can get a better impression of the strength of the armed 
forces. 


Li also refuted allegations that the ROC has launched 
a “dollar diplomacy” strategy, asserting that what the 
ROC is doing is :neant to shoulder a greater interna- 
tional responsibility. 

He said money may be needed for the financing of 
diplomatic efforts, but emphasized that “the ROC is 
using money to help other countries develop economies 
but not to “buy” relations.” 


He added that regardless of Beijing's opposition, the 
present “pragmatic diplomacy,” aimed to gain greater 
international recognition, must continue. 

Li also repeated the need to aid Mainland China in 
agricultural development, in contrast to the suggestions 
by some deputies who want the plan dropped due to 
Beijing's hostility. 

Though farmers account for some 55 percent of the 
mainland population, as many as 80 million have left 
rural areas to seek jobs in cities. “If not properly 
handied,” Li warned, “the agricultural problem may 
emerge as the biggest uncertain factor in China.” 
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Li, who holds a Ph.D. in agricultural economics, esti- 
mated that the mainland faces a serious grain shortfall 
by the turn of the century. “The ROC should do what- 
ever it can 1o help the mainland,” Li said. 


Taiwan Purchases Missiles To Improve Defense 


0W0208102895 Taipei CNA in English 
0951 GMT 2 Aug 95 


[By Sofia Wu] 


{[FBIS Transcribed Text] Taipei, Aug. 2 (CNA) — 
Taiwan is ready to establish anti-missile systems to 
beef up its defense capabilities, Lt. Gen. Ju Kai-sheng, 
president of the Army artillery training command-cum- 
artillery missile school, said Wednesday. 


After the Mainland Chinese Army conducted a missile 
drill near northern Taiwan in late July, it has become a 
major concern whether Taiwan’s armed forces are able 
to intercept missiles fired from the other side of the 
Taiwan Strait. 


Chu said the military is studying several proposals to 
improve Taiwan’s anti-missile defense capabilities. "To 
effectively thwart missile attacks, our weaponry systems 
must be further improved," he noted. 


He pointed out that nearly all major countries around 
the world are developing missile defenses. But, at 
the moment, there are only two anti-missile systems 
available on the international arms market — the US- 
made Patriot and Russian-made S-300 missile systems. 


Of the two, only the Patriot missile system has been 


tested in combat. In the 1991 Persian Gulf war, Patriots — 


were used to intercept Iraq-fired Scud missiles, with an 
average kill rate of about 70 percent. 


"Purchase of the Patriot missile system is the only and 
the best choice to improve our anti-missile defense 
capabilities,” Chu noted. 


Taiwan has struck a deal with Massachusetts-based 
Raytheon Corp. to purchase some NT$20 billion 
(US$769.23 million) worth of modified air defense 
system, an advanced version of the Patriot anti-missile 
system. ’ 


Asked whether Taiwan must develop medium-range 
missiles, Chu said the development of such missiles re- 
quires careful study based on military strategic view- 
points. 


In the face of Beijing’s military threat, Chu said, the 
most important strategy is to strengthen local people’s 
psychological defense. "We should always remain calm 
and stand united to take on any challenges ahead," he 
added. 
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Cross-Strait Monetary Seminar Opens in Beijing 
OW0208063695 Taipei CNA in English 
0149 GMT 2 Aug 95 


[By Yang I-feng and P.C. Sung] 


[FBIS Transcribed Text) Beijing, Aug. 1 (CNA) — The 
second cross-strait monetary seminar opened in Beijing 
on Tuesday, with participants agreeing that Taiwan and 
Mainland China should promote financial cooperation 
on a step-by-step basis. 


The head of the Taiwan delegation, former Finance 
Minister J.K. Lou, said that Taiwan investors need the 
support of the mainland financial system in starting up 
and continuing projects in the mainland. 


People’s Bank of China Vice Governor Chen Yuan in 
his capacity as deputy chairman of the China finance 
society delivered a keynote speech at the seminar, wel- 
coming Taiwan banks to set up posts in the mainland. 


Former ROC Central Bank Governor Samuel Shieh, also 
speaking at the opening ceremony, said that Taiwan, 
Mainland China and Hong Kong bankers should meet 
to discuss the best ways to cooperate under the current 
conditions and with future development in mind. 


After the opening ceremony, Taipei Financial Research 
and Development Foundation Chairman Chow Wu-tien 
told a press conference that Taiwan businesses have 
invested about US$20 billion in Mainland China, but 
that the mainland’s financial restrictions must be eased 
if that investment is to continue. , | 


‘Greater China Eéonomic Sphere’ Sees Growth 


G.W0208063795 Taipei CNA in English 
0114 GMT 2 Aug 95 


[By Benjamin Yeh] 


{[FBIS Transcribed Text] Taipei, Aug. 1 (CNA) — 
Taiwan, Hong Kong and Mainland China — the so- 
called “greater China economic sphere" — saw their 
combined export trade grow an average of 16 percent a 
year from 1983 through 1993, the government reported 
Monday (31 July). 


Their export trade more than doubled to 8.5 percent 
of world trade value in 1993, up from the 4.1 percent 
recorded in 1983, the Directorate General of Budget, 
Accounting and Statistics (DGBAS) said. 


That growth rate was faster than the yearly increase 
in world trade of 8.2 percent during the same 10-year 


period. The value of exports worldwide in 1993 stood 


at US$3.6867 trillion, more than double 1983’s figure. 
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Japan remained the top export country in Asia, with its 


exports accounting for 9.8 percent of worldwide export 
value in 1993, up rom 8.8 percent in 1983. 


Mainland China’s exports rose from 1.3 percent to 
2.5 percent of world trade value during the 1983-1993 
period. 

By export value, Hong Kong saw its world ranking 
surge from 17th nlace to eighth place; Singapore rose 
from 19th to 14th; South Korea advanced two places to 
12th; and Taiwan remained unchanged at 13th. 


Party Sets Rules for Rotation of Regional Cadres 


HK0208084095 Hong Kong SOUTH CHINA 
MORNING POST in English 1 Aug 95 p 1 


[By Willy Wo-lap Lam] 


(FBIS Transcribed Text] The Chinese Communist Party 
is putting together rules on the regular rotation of 
regional cadres in a bid to fight "warlords" . 


The party’s Organisation Department will also formalise 
procedures for the periodic transfer of central level 
ministers to provincial positions, as well as regional 
cadres to posts in Beijing. 


Chinese sources said the measures would be announced 
at, or after, the Central Committee’s fifth plenum in 
early autumn. They said party General Secretary Jiang 
Zemin’s long-sianding war against regionalism had 
recently received a boost in the form of a letter to the 
Central Committee by a group of retired party elders. 


The elders said Beijing must do ail it can to enhance 
central authority and ensure a smooth transition to the 
post-Deng Xiaoping era. The veterans asked Mr Jiang 
to emulate Chairman Mao Zedohg, who began the 
regular rotation of regional military commanders and 
commissars in the 1970s. 


"Jiang Zemin has reshuffled the army and civilian 
leaderships more often than Deng Xiaoping,” a pariy 
source said. But he lacks a legal or institutional basis 
to do it on a regular basis." 


The source said the regulations would spell out the 
frequency with which the rotations and transfers would 
take place. He added that Mr Jiang was targeting 
strongholds of regionalism such as Guangdong, whose 
party secretary Xie Fei and Governor Zhu Senlin 
have occupied their positions since 1991 and 1992 
respectively. 


Privately senior cadres such as Mr Jiang have com- 
plained about the failure of the Guangdong party com- 
mittee to toe the central line unreservedly. "In the past, 
strong regional cadres such as former Guangdong gov- 
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ernor Ye Xuanping have only agreed to leave their posi- 
tions upon the offer of a promotion to Beijing,” a source 
said. "This is considered an unhealthy tendency, and it 
has aroused the jealousy and complaints of less power- 
ful regional officials such as those in the impoverished 
western provinces.” 


The source added that the new regulations would also 
make it easier for Mr Jiang to exile powerful but 
unfriendly or politically tainted ministers in Beijing to 
far-off regions. 


A few ministers and vice ministers who have been 
damaged by talk of corruption and nepotism will soon 
be transferred out of the capital. The fifth plenum will 
also look into other ways of preventing a regional leader 
from building excessively strong power bases. 


Mr Jiang and other leaders have cited the example of 
disgraced Beijing party boss Chen Xitong, who pro- 
moted dozens of his cronies and proteges to senior posi- 
tions in the municipal party committee and government. 


Mainland Steel Plates To Arrive ‘As Scheduled’ 


0W0208063595 Taipei CNA in English 
0128 GMT 2 Aug 95 


[By Benjamin Yeh] 


([FBIS Transcribed Text] Kaohsiung, Aug. 1 (CNA) 
— The first shipment of steel plates the state-run 
China Shipbuilding Corp. (CSBC) has ordered from 
Mainland China is expected to arrive here in September 
as scheduled, a CSBC executive said Monday [31 July}. 


"The Chungging Steel Co. recently began producing the 
steel plates ordered by the CSBC," the executive said, 
adding that the 3,000 tons of steel plates will be used 
for the construction of a floating dock. 


The price, including the freight cost, is estimated at 
US$400 per ton — about US$50 lower than the price 
quoted by the China Steel Corp. 


The official said the csbc had to turn to the mainland for 
steel because the CSC, which usually supplies it with 
49,000 tons of steel plates a month, could not meet the 
extra 3,000-ton demand.. 


He also indicated that the CSBC, whose capacity has 
been fully booked through the first half of 1997, will 
now need to be supplied with about 55,000 tons of steel 
plates a month. 


The CSBC, the executive added, had tried its luck 
buying steel plates from Brazil, Romania, South Korea, 
and elsewhere, but to no avail. 
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Encouraged by the first scheduled shipment of mainland 
steel plates, the CSBC will continue to seek steel 
supplies from the mainland, the official said. 


*Contradictions Between Nonmainstream, CNP 


95CM0353A Taipei HEIPAI HSINWEN [TAIWAN 
WEEKLY] in Chinese 14 May 95 No 84, pp 17-18 


{Article by staff reporter Yang Chia-hui (2799 0857 
1861): Conflict between Nonmainstream and CNP De- 
teriorates in Spite of Their ‘Anti-Li’ Coalition") 


{[FBIS Translated Excerpt] At the annual conference of 
the New Alliance Association which was held on 7 May, 
the KMT’s [Koumintang] nonmainstream elements and 
the CNP [China New Party] joined in an attack on 
the KMT’s authority. They adopted the same anti- 
Li measures; but the short term application of this 
strategy requires complex cooperation that is full of 
contradictions and internal objections in its structure. 
With the end-of-year election approaching, predictions 
are that this mutually tense relationship and conflicts 
will move to center stage. [passage omitted] 


The nonmainstream and CNP relationship first was 
revealed at a Chiang Kai-shek memorial service which 
was held by the New Alliance Association on 5 April at 
Memorial Hall, and caused a number of important CNP 
legislators to boycoit the event. Later, at a CNP meeting, 
the CNP’s Hsu Li-nung (6079 2780 6593] raised this 
topic, and criticized some members for having such 
a limited outlook: those who are not enemies are 
comrades, and all should unite rather than identifying 
others strictly by their party. 


Although Hsu Li-nung did say where he was laying 
the blame, the seated members knew very clearly that 
he was accusing the CNP of looking down on the New 
Alliance Association and those who had boycotted the 5 
April ceremony, such as CNP coordinator Wang Chien- 
hsuan [3769 1696 3551], Chao Shao-k’ang [6392 1421 
1660] and Chou Ch’uan [0719 5425}. 


After Hsu Li-nung exposed the differences between the 
two, Wang Chien-hsuan stated publicly in a speech at 
the Social College that the CNP is a political party, 
and cannot casually be blended into another group. 
The policy should be to not exclude the possibility of 
association when it is necessary; but the two parties 
should normally be distinct from one another. 


Competition between the two side’s leadership has been 
polite and flexible, but, underneath, a serious struggle is 
going on. In addition, they compete for Legislative Yuan 
nominations, and mutual criticisms appear early and 
overtly. A CNP provincial congressman stated that the 
CNP’s appeal was fresh and progressive, representing 
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the movement for social reform; how could it be joined 
to the conservative, dogmatic and extremely right-wing 
nonmainstream? While they shared the same anti-Li 
views, that is as far as they could possibly go, for at 
bottom these are two groups with no common ground, 
sO merger is impossible. [passage omitted] 


Regarding the New Alliance Association’s Feng Hu- 
hsiang joining the CNP and trying to be nominated, this 
provincial congressman disagreed that the situation was 
So cut-and-dried; just wait and see if the CNP nominates 
him in the future! His tone was full of hostility when 
he said this. 


The New Alliance Association will not let them do it. 
Sun An-ti [1327 1344 6611] declared that a minority in 
the New Alliance Association were bastards who want 
votes from "old dad, but meanwhile look down upon 
old dad"; at the memorial service for Chiang, none of 
them except Li Ch’ing-hua (2621 1987 5478] attended! 


The reason for the fierce competition between the 
nonmainstream and the CNP is due to the limited 
resources to allocate; thus, they had no choice but to 
fight each other. Since the CNP was founded, although 
it has won pretty good seats at each level of congress, it 
still cannot rid itself of its parochial, provincial image; 
its source of votes is limited, and this creates internal 
strife. 


At the New Alliance Association’s annual conference 
on 7 May, Yu Mu-ming [6735 1970 2494] made some 
interesting comments. He said that he arrived at the 
event late because he had just returned from Taoyuan, 
and not because he did not care about the New Alliance; 
people should not be moved by what they think are the 
intentions of others; and everyone should be aware that 
the KMT started out by splitting off from other parties. 


Yu Mu-ming also pointed out that he had been a KMT 
member in the past, and felt that he could be of the 
KMT’s sixth generation, an orthodox KMT member. 
However, other CNP members might not accept that 
label, especially those who did not have a KMT 
background. 


Yu Mu-ming also implied that while the CNP and the 

‘New Alliance Association were working towards the 
same goals, they still must maintain a certain distance 
between each other. 


At that annual conference, about 6,000 people were in 
attendance. Although it was the New Alliance Associa- 
tion’s annual conference, the CNP flag was everywhere. 
Those holding CNP. flags tended to be older people, 
most of them retired soldiers. There was nothing to in- 
dicate that they did indeed belong to the young middle 


This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 


82 TAIWAN 


Class, as a CNP congressman has claimed. It did indi- 
cate that the two sides’ source of votes overlaps con- 
siderably, and it is not difficult to detect that this is the 
root cause of the problem. [passage omitted] 


Although the two sides have so many conflicting 
interests, they temporarily stopped fighting on 7 May 
to show a united front to the outside on the topic of 
opposing Li. Following the association’s direction, the 
KMT’s Hao Po-ts’un (6787 2672 2625], Chiang Wei- 
kuo [5592 4885 0948), Li Huan [2521 3562) and Liang 
Su-jung [2733 5126 2051) joined the CNP’s Hsu Li- 
nung, Chao Shao-k’ang, Yu Mu-ming, Chu Kao-cheng 
[2612 7559 2973] and Li Sheng-feng [2621 0524 1496] 
in the unanimous and merciless criticism of Li Teng-hui. 
With apparent harmony but with actual differences, and 
sharing the same bed but having different dreams, they 
first of all aimed their guns at their common rival— 
KMT authority. 


The subtle relationship between the nonmainstream 
and the CNP form an interesting triangle with the 
KMT: The CNP is. separate from the KMT while the 
nonmainstream stays within the party to continue its 
struggle. The two correspond in their aims from the 
internal and external approach: Both want to undermine 
the KMT’s governing resources. The difference is that 
the CNP is also trying to win over voters from outside 
the KMT while the nonmainstream is more negative 
about this, hoping that the mainstream will relinquish 
more power to them. 


The KMT looks upon the CNP as a new rival, while the 
KMT non mainstream feels nervous and uneasy about 
it. On one side is the vice president; on the other side 
are those who want to hurry through the election. The 
mainstream wonders why the nonmainstream does not 
just split off from the party, rather than disrupting it. 


The KMT’s chief secretary Hsu Shui-te (6079 3055 
1795] says that it is contradictory for those inside the 
party, who describe themselves as party loyalists, to 
participate in activities with CNP members. It is strange 
for them to claim that they love the party, while they 
criticize the KMT but not the other parties! 


*Taiwan’s Female Presidential Candidate Profiled 


95CM0353B Hong Kong KAIFANG [OPEN 
MAGAZINE] in Chinese I Jun 95 No 102, pp 80-81 


[Article by Ch’en Jo-hsi (7115 5387 2569): “Taiwan’s 
Woman Will Not Lose To a Man—Taiwan’s First 
Female Presidential Candidate Shih Chi-ch’ing"] 


[FBIS Translated Excerpt] [passage omitted] Shih Chi- 
ch’ing [2457 1376 7230) is a high school teacher as 
well as the founder of "Wanch’ing Associates"; she has 
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20 years of experience as a female activist, and is a 
well-known translator, writer and speaker. On 14 May, 
Mother’s Day, she announced to the people of Taiwan 
her candidacy for president, and the establishment of 
the "Shih Chi-ch’ing campaign headquarters". Its chief 
officer is the host of "Woman’s New Knowledge", Li 
Yuan-chen (2621 0337 6297], and the publicity director 
is the woman writer, Ch’en Yeh [7115 8763]. This is a 
very strong election team. 


Ch’en Yeh is an advocate of native culture, and arranged 
for Shih Chi-ch’ing to lead a group of her followers 
to worship at Matsu Temple, praying for peace in the 
nation as well as for rapid electoral success. This was 
followed with a "Matsu Protects the Nation Inspection 
Parade" in mid-May, which was richly colored with 
native culture. Near the presidential government house, 
Matsu (who was portrayed by Shih Chi-ch’ing) rode on 
an electronic flower cart with cars in front of and behind 
her, and followed by high school student campaign 
workers. It was really lively. The news media poured in 
to cover it. [passage omitted] 


There is a history of women in politics in Taiwan. 
An increasing number of women serve as elected 
representatives, and now with a women running for the 
highest office, what new political significance is there in 
this? Of course men are curious, but women also want 
to know how "different" they themselves are. 


"Our goal is to break through the male governing pattern 
that there is no difference in political views." 


Li Yuan-chen says that the male view of governing 
has not extended beyond developing the economy, 
protecting Taiwan’s security, paying attention to social 
welfare and rejoining the United Nations. There are no 
policies to improve weaknesses in issues of importance 
to women, labor, the environment and original residents, 
etc., and the women politicians want to change this 
pattern. 


I have read their "administrative" agenda. It would re- 
place the Ministry of Defense with an "Anti-War Min- 
istry"; as explained by Li Yuan-chen in her special cam- 
paign edition Nujen He Hsin Kuochia Yuntung (Women 
And the New Nation Movement), it would “heighten 
joint cross-strait prosperity, seek peace and prosperity, 
and remove the threat of the Communist Chinese invad- 
ing Taiwan ..." They would cut back the defense budget 
as much as possible, confining defense spending to those 
activities essential for Taiwan’s protection. This would 
enable them to use the budget for both external and do- 
mestic economic development. Environmental protec- 
tion and social welfare work would become important 
projects if women governed the country, letting Taiwan 
become a beautiful island again... 
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Li Yuan-chen advocates replacing male politicians’ 
boasting with women’s plain and simple statements: 
"Abolish the National Congress, the Administrative 
Yuan and the Provincial Government. Reduce the num- 
ber of representatives at each level as well as excess 
Officials. In this way, Taiwan politicians will avoid wast- 
ing the people’s tax money by excessive spending on 
politics." [passage omitted] 

Shih Chi-ch’ing points out that Taiwan’s politics have 
fallen into the mud of money and violence, with the 
"black society being the congress and the project con- 
tractors who govern the congress." Our isolated interna- 
tional status will be hard to change. There is danger all 
around us; but the authorities are busy with the compe- 
tition between "mainstream" and "nonmainstream." The 
party mavericks call for a "new country system" is no 
more than writing a future check for getting votes. We 
cannot see that they care for 10 million women, so only 
women participating politics can change this situation. 


“When women (especially career women) have to care 
for in-laws and children after they come home from 
work, what spare time and energy do they have for 
participating in national politics?" 


Ch’en Yeh believes that at present, the focal point of 
Taiwan society’s welfare policy is not the female; on 
the contrary, the whole society’s welfare policy is built 
upon women’s sacrifice and exploitation of women. In 
addition, women do not have human rights in marriage, 
and actually are “household slaves!" 


Many people have a rigid impression of women, that 
they are "cool towards" politics; for example, at political 
meetings women are rarely seen in the audience. But 
think of it this way: If a woman wants to attend a 
political meeting, she first has to arrange the household 
affairs, leave the kids with a temporary baby-sitter as 
well as take care of her in-laws and other elders in the 
family, etc.; and when she can go to a meeting, she will 
still worry whether the return home will be safe. 


"If Taiwan really is a democratic country, with "every- 
body equal before the law", then shouldn’t everybody 
have equal rights?” Shih Chi-ch’ing then asked: "If 10 
million household slaves have to serve 10 million free 
people, what kind of a democracy is that?" 


She promised that if she is elected, she first will 
implement a "liberating household slaves movement", 
which will resolve problems of day care and care for 
the elderly by using the government’s authority. Only 
when women are liberated from household shackles, and 
the rights granted them by the constitution are returned 
to them, will women be able to run the country and 
develop society jointly with men. [passage omitted] 
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I asked Shih Chi-ch’ing: “If you are elected, how will 
you govern the country?" 


She recalled the famous ancient political saying “gov- 
erning a large nation is like cooking a small fish", as an 
explanation of her political ability: 


"I trust my skill in frying fish: it absolutely won’t stick 
to the wok, and both sides of the fish will be golden 
and in a complete piece. If I go into the presidential 
election, I promise the people that I will not allow 
Taiwan to be humiliated (like frying a fish and breaking 
it); I will be clear and honest and fair (not sticking 
to the wok); I will evaluate where our true interests 
lie; I will join necessary international organizations; 
and both international and domestic issues will be 
properly handled (like both sides of the fish are golden)! 
In addition, I absolutely will transcend the narrow 
arguments of independence and unification theory; just 
ask 21 million voters: comparing the mainland and 
Taiwan, which "life style" would you prefer? 


Converting the arguments about independence and uni- 
fication theory to a choice of lifestyles is really a good 
idea. 


Will Shih Chi-ch’ing officially be a candidate in the 
election? 


Ch’en Ye said that "It will depend on the results of our 
fund-raising.” An election runs through money like it 
was water, and this is particularly the case in Taiwan. 
The presidential election law stipulates NT$15 million 
as registration “earnest money"; and if your vote totals 
do not reach a legally stipulated number, the earnest 
money becomes "state property”. [passage omitted} 

; 
*KMT Octogenarians’ Perception of Li Teng-hui 
95CM0353C Taipei HSIN HSIN WEN [THE 
JOURNALIST] in Chinese 10 Jun 95 No 430, p 8 


[Article by Su-ma Wen-wu (0674 7456 2429 2976): 
"These Games of Visiting Elder Statesmen Will Not 
End Until the Presidential Election Does") 


(FBIS Translated Excerpt] With the presidential election 
approaching, Li Teng-hui has begun calling on the 
party’s elder statesmen. He has also been appearing at 
the elder statesmen’s club known as the Chungp’ing 
Association, comforting these lonely old people who 
lack the ability to do anything good or bad but who 
are full of complaints. Although all this is easy work 
and is good politics, this feudal ceremony of paying 
respect to old people is actually not respectful at all, and 
does not fit with the democratic spirit of the upcoming 
presidential election. 
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This was especially so with the first elder statesman he 
visited: it included P’eng Meng-chi [1756 1322 4874]. 
P’eng is one of those responsible for the One-Two- 
Eight incident which should be looked into; what kind 
of feeling will this sort of visit bring to the victims’ 
families! 

Li Teng-hui is scheduled to pay his respects to the Chi- 
ang family, parents and children, at Lake Tahsi Hech’ ih. 
This ritual goes entirely beyond a basic knowledge of 
democratic politics. He may be reluctant to do it, but 
he does not dare to not do it. What is laughable is that 
while he forces himself to do it, and whether the Chiang 
family members or party conservatives trust him or not, 
they still consider him an imposter. 


Actually, it is not difficult to deal with these old people, 
just meeting with them and saying hello to show respect 
is going to satisfy them. But Li Teng-hui is particularly 
tough; he did not care about them at all. This resulted 
in complaints all through the Koumintang [KMT]; most 
of these are fighting for their own interests, but some 
of the discontent consisted of making complaints and 
laying blame. If Li Teng-hui only knew how to handle 
these problems, the situation would not be so bad. 


Of course, if he were slick or sly, the democratic reform 
measures would slow down. But his attitude is hard for 
elder statesmen to accept. He has probably learned some 
lessons in recent years, and therefore has tried to repair 
the breaks inside the Party. [passage omitted] 


It seems that this KMT game of visiting elder statesmen 
will not end unti! after next year’s presidential election. 
But once the people’s presidential choice is made, these 
elder statesmen can do nothing other than stay at home 
in retirement. [passage omitted] 


Further on 3d Round of Aviation Talks 


OW0108033495 Taipei CNA in English 
0158 GMT I Aug 95 


[By Flor Wang] 


[FBIS Transcribed Text] Taipei, July 31 (CNA) — 
After lengthy negotiations, Taiwan and Hong Kong are 
expected to sign a five-year aviation pact by the end 
of August, extending airlinks between the two, civil 
aeronautics administration officiais said on Monday. 


The two sides reached agreement during the third 
round of negotiations on the issue, the officials said, 
adding that representatives from the Taipei Aviation 
Transportation Association, China Airlines [CAL], Eva 
Airways and Transasia Airways all joined the talks with 
Hong Kong’s Cathay Pacific Airways. 
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Currently, CAL and Cathay Pacific are the only airlines 
flying the Taiwan-Hong Kong route, while Eva and 
Transasia are also interested in flying the route. 


CAA [Civil Aeronautics Administration] Director- 
General Tsai Ching-yen said the two sides in principle 
have agreed that in addition to CAL and Cathay Pacific, 
one more airline from each side will be allowed to fly 
between Taiwan and Hong Kong starting on Oct. 29. 


Dragon Air might be the second Hong Kong-based 
airway to operate the route, while the choice of Taiwan’s 
second operator remains unclear, Tsai noted, adding that 
Hong Kong has also agreed to allow Taiwan’s second 
airline to fly 14 flights per week, as CAL currently does. 


However, Tsai said that the two sides still remain 
divided whether the new aviation accord should be 
Officially signed by airlines appointed to represent their 
respective governments. If everything goes smoothly, 
the pact will be inked formally by the end of August 
and will take effect on Oct. 29. 


Hsiao Visits Hungary; To Give Speech in Sweden 


OW0208093295 Taipei CNA in English 
0918 GMT 2 Aug 95 


[By C.L. Ou and Y.C. Tsai] 


([FBIS Transcribed Text] Vienna, Aug. 1 (CNA) — 
Hsiao Wan-chang, chairman of Taiwan’s Mainland Af- 
fairs Council, made his first-ever visit to Budapest, Hun- 
gary on Tuesday, meeting with Hungarian entrepreneurs 
and Taiwan investors with business interests in the Cen- 
tral European country. 


‘Noting that he broached Taiwan’s trade ties with Central 
European countries 15 years ago when he chaired the 
Board of Foreign Trade, Hsiao said he was happy to see 
growing trade exchanges between the two sides. 


Hsiao, formerly chairman of the Council for Economic 
Planning and Development, pointed out that he saw 
great trade and investment potential in Hungary and 
other Central European countries, which he said fits into 
the business strategy of Taiwan’s small and medium 
enterprises (SMES). 


He will leave Budapest for stockholm, Sweden on 
Wednesday to attend the 21st annual meeting of the 
Federation of Overseas Chinese Organizations in Eu- 
rope, where he will deliver a keynote speech on Tai- 
wan’s policies toward Mainland China. 
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Medium Enterprise Delegation Arrives in Panama 
OW0208075795 Taipei CNA in English 
0851 GMT 31 Jul 95 


{By Huang Kwang-chun and Danielle Yang) 


(FBIS Transcribed Text] Panama City, July 30 (CNA) 
— A 32-member small and medium enterprise delega- 
tion, led by Chen Yung- hsiang, director-general of the 
Industrial Development and Investment Center of the 
Ministry of Economic Affairs, arrived in panama Sun- 
day to inspect the investment climate here. 


During their three-day stay, they will visit the Colon 
Free Trade Zone and the former U.S. military base 
Fort Davis, which will be developed into an export 
processing zone by Taiwan and Panama. 


Delegation members will also meet with Taiwan traders 
in Panama as well as ranking economic and trade 
officials when they visit Panama’s Ministry of Foreign 
Affairs. 


After Panama, the delegation will visit Costa Rica, 
Nicaragua, Honduras, El Salvador and Guatemala to 
collect trade and investment information. 


Difficulties of Trade With Burma Noted 


0W0208103895 Taipei CNA in English 
0938 GMT 2 Aug 95 


[By Y.C. Tsai] 


[FBIS Transcribed Text] Taipei, Aug. 2 (CNA) — 
Taiwan investors still have a long way to go in 
tapping the Burmese market, officials at the Ministry 
of Economic Affairs said Wednesday. 


Despite the ministry’s plan to strengthen trade and eco- 
nomic ties with Indochinese and South Asian coun- 
tries, including Burma, Cambodia, Laos, India, Pakistan, 
Bangladesh and Sri Lanka, Burma still bans direct trade 
and investment links with Taiwan and remains an un- 
friendly market for Taiwan manufacturers, the officials 
pointed out. 


Moreover, they said, Burma’s limited market, rigid 
foreign exchange controls and lack of infrastructure 
construction are major barriers to its foreign trade. 


Currently, the military government in Rangoon main- 
tains a close relationship with Mainland China and is 
politically hostile toward Taiwan, they noted. 


Against this background, Burma still forbids Taiwan 
investors to make direct investments despite its intention 
to lure more Taiwan funds, they elaborated. 
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Its small market size and low purchasing power, along 
with a power shortage problem, have also adversely 
affected investment willingness from abroad, they said. 


But, strict foreign exchange controls remain the largest 
obstacle to trade, fueling black market exchange rates 
to more than 20 times the official rate, they pointed out. 


If Taiwan investors want to explore the Burmese market, 
they should take a step-by-step approach to break down 
the current trade barriers, they advised. 


However, they noted, Burma still boasts some invest- 
ment advantages including rich natural resources and 
low labor costs, which have prompted foreign investors 
to establish trade footholds in the country in a bid to 
pitch into other south Asian markets. 


Statistics show that two-way trade between Taiwan 
and Burma totaled US$44.3 million last year, up 66 
percent irom 1993. Taiwan mainly imports wood, 
seeds and lumber from Burma, which buys textile 
products, machine tools, motorcycles and computers 
from Taiwan. 


Burma has become an international focus of attention 
since its pro-democracy leader Aung San Suu Kyi was 
freed on July 10 from house arrest after six years and 
Japan announced resumption of economic aid to the 
South Asian country last month. 


Ministry Urges Promotion of Whole-Piant Exports 


OW0208103695 Taipei CNA in English 
0944 GMT 2 Aug 95 


[By Danielle Yang] 


4 
[FBIS Transcribed Text] Taipei, Aug. 2 (CNA) — 
Ministry of Economic Affairs (MOEA) officials urged 
Taiwan traders to promote whole plant exports to 
Indochina and India Wednesday. 


In late 1994, the MOEA mapped out a program to 
strengthen Taiwan's trade ties with South Asian coun- 
tries, including India, Pakistan, Bangladesh, Sri Lanka 
and such Southeast Asian nations as Burma, Laos and 
Cambodia. 


The program aims to meet those nations’ demands for 
foreign capital as they develop free market systems, 
the officials said, noting that the areas all boast high 
development potential. 


The officials said that the region has a population of i.3 
billion people, or one-fifth of total world population. 
Abun’ant natural resources and an emerging middle 
class also make the area an ideal place for investment, 
they added. . 
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Two-way trade between Taiwan and countries in the 
region totaled only US$2.378 billion last year, account- 
ing for 1.33 percent of Taiwan’s total foreign trade, the 
Officials said, noting that there is great room for devel- 
opment. 

However, the officials warned Taiwan traders of ob- 
struction from Mainland China, which maintains close 
relations with countries in the area. They added that 
incomplete rules and regulations governing foreign in- 
vestment compound foreign investment difficulties. 

A large gap between rich and poor, social unrest and 
high inflation rates also make investment risky, they 
noted. 

The officials said the government will continue pro- 
moting the signing of investment guarantee agreements, 
temporary admission of goods (ATA) agreements, and 
tax pacts with those countries as well as simplify screen- 
ing procedures for investment in the area. 

Taiwan manufacturers should also use whole plant 
exports instead of direct capital investment to minimize 
risks. 


Vietnam Desires Cooperation With Taiwan 


0W0208030195 Taipei CNA in English 
0141 GMT 2 Aug 95 


[By S.M. Wu and Flor Wang} 


(FBIS Transcribed Text] Ho Chi Minh City, Aug. 1 
(CNA) — Economic Affairs Minister P.K. Chiang said 
here on Tuesday that Vietnam attaches great importance 
to its relationship with Taiwan and wants very much to 
share Taiwan’s developmental experience. 


As there is ample room for the two nations to cooperate 
in a wide range of fields, Chiang said the ROC [Republic 
of China] Government will join forces with the private 
sector to help Taiwan businesses explore the promising 
Vietnamese market. 


Chiang made the remarks before leaving Vietnam after 
concluding a weeklong visit here at the head of an 
investment-promotion delegation. 

Although he said many things can be done to enhance 
bilateral trade and commercial ties, those things “can 
only be done but not talked about,” especially in the 
face of current worsening relations between Taiwan and 
Mainland China. 

After meetings with high-ranking Vietnamese officials, 
including Vice Premier Tran Duc Luong, Chiang said 
he found that Vietnam appreciates the contribution 
Taiwan has made to its economic development and 
wants to learn from the Taiwan experience. “Taiwan 
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is a genuine partner that Vietnam wants to cooperate 
with,” he stressed. 

During Chiang’s visit, the two nations reached agree- 
ments to Cooperate in several transportation, telecommu- 
nications, technology and agricultural projects, as well 
as in the areas of trade and labor. Chiang said he will ask _ 
relevant ROC Government agencies to maintain close 
contacts with the Vietnamese side in order to fully back 
op Sean aeaeteeD waning to eat up epenetens & Ge 
indoChinese country. 


Although the burgeoning vietnamese economy is ex- 
pected to take off soon, particularly because of hanoi’s 
renewal of diplomatic relations with Washington and 
its becoming a member of the Association of Southeast 
Asian Nations, Chiang also mentioned that Taiwan in- 
vestors still face major obstacles in Vietnam, such as in 
acquiring land and dealing with restrictive investment 
regulations. 

While promising that the government will do its utmost 
to help resolve these problems through administrative 
channels, Chiang reiterated that the government and 
the private sector should work hand in hand to tap the 
Vietnamese market. 

During his stay in Vietnam, Chiang also officiated at the 
opening of a liquefied petroleum gas filling plant -— a 
joint venture between the Chinese Petroleum Corp. and 
Ho Chi Minh City Government. 


Investment in Vietnam Inc: eases 


OW0208102795 Taipei CNA in English 
0930 GMT 2 Aug 95 


[By Sofia Wu] 


[FBIS Transcribed Text! Taipei, Aug. 2 (CNA) — 
Taiwan investment in Vietnam reached US$618 million 
in the first half of this year, accounting for 43 percent of 
Taiwan's total investment in ASEAN countries for the 
same period, the Ministry of Economic Affairs (MOEA) 
reported Wednesday [2 August]. 


"The figure shows Vietnam has become Taiwan entre- 
preneurs’ most favored investment destination in South- 
east Asia,” said a ministry official. 

Taiwan investment in the Association of Southeast 
Asian Nations (ASEAN) reached a peak of nearly US$5 
billion in 1994 under the ROC [Republic of China} gov- 
ernment’s "Go South” strategy, which encourages Tai- 
wan companies to invest in Southeast Asian countries. 


The “go south” fever seemed to cool down this year, 
with accumulated Taiwan investment in ASEAN coun- 
tries totaling only US$1.5 billion in the January-June pe- 
riod, less than 30 percent of the total amount recorded in 
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1994. Investments in Malaysia, the Philippines, Indone- 
sia, Thailand and Singapore all declined significantly as 
compared with the year before. 


Vietnam was the only exception to the downward trend. 
A US$520 million land development project in Ho Chi 
Minh City launched by Taipei-based Chingwen Group 
in March brought Taiwan investment in the Indochinese 
country to a new high. Under the project, the Chingwen 
Group will construct a cultural and trade complex 
in the southern vietnamese city in cooperation with 
Vietnamese authorities. The complex, to be constructed 
in three stages, will accommodate a memorial hall, 
a monument, tourist hotels, department stores, office 
buildings and a park. 
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Taiwan is the largest foreign investor in Vietnam, with 
accumulated investment already topping US$3.1 billion. 
MOEA officials said local entrepreneurs had better pool 
their resources in launching new ventures in Vietnam to 
reduce risks. 

Noting that Taiwan companies face mounting competi- 
tion from their Japanese and American counterparts in 
Vietnam, the officials said concerned government au- 
thorities should assist local small- and medium-sized 
enterprises in launching joint investment projects in 
the Indochinese country, particularly in its agricultural, 
telecommunications, tourist, shipping and infrastructure 
construction fields. 
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Hong Kong 
Qian Qichen Visits Hong Kong After ASEAN 
0W0208113095 Beijing XINHUA in English 
1122 GMT 2 Aug 95 


(FBIS Transcribed Text] Hong Kong, August 2 (XIN- 
HUA) — Chinese Vice Premier and Foreign Minister 
Qian Qichen made a short stopover here today on his 
way home after attending the ASEAN ministerial meet- 
ing in Brunei. 

Qian and his party arrived in Hong Kong this morning 
and were received by Zhou Nan, Director of the 
XINHUA NEWS AGENCY HK Branch, at the airport. 


Qian had a short rest at the headquarters of the 
XINHUA HK Branch where he also had lunch with 


local XINHUA officials. 


Voters Urged To Take Elections Seriously 


HK0208075195 Hong Kong HONGKONG 
STANDARD in English | Aug 95 p 14 


(Editorial: “Voters Must Take Elections Seriously") 


([FBIS Transcribed Text] As the territory proceeds to 
its changeover in sovereignty, Hong Kong is poised to 
make history in September with the first ever Legislative 
Council elections that are totally rid of appointed 
elements. 


Nominations are now being accepted for this fully 
elected body and ‘he Democratic Party ha released the 
12-point platform on which its candidates will run. 


The only drawback, however, is the very short lifespan 
of this elected council because China has vowed to 
dismantle all three tiers of government on | July, 1997. 


Be that as it may, the people of Hong Kong must take 
this election very seriously. They must view it in the 
context that it is the beginning of a new historic era for 
the territory which will become a Special Administrative 
Region of China in exactly 700 days from today. 


It will soon be three years since Governor Chris Patten 
announced his political reform package in his first policy 
speech in October 1993. 

In the run-up to that speech he had gone on record as 


wanting to see how democracy could be given a deeper 
and broader foundation in Hong Kong. 
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Some may view this election campaign as an indication 
that democracy now has a deep and broad foundation 
here but that is not the end of it. Democracy is a living 
Organism that must be allowed to grow. 


We must get used to the idea of democracy, even 
though there will be fewer directly elected elements 


immediately after 1997. 


Some may take heart from the fact that the candidates’ 
registration is expected to exceed by far the 1991 total 
of 95. But the real test will be the voter turn-out on 17 


September. 


Dr Michael DeMolyer, head of the Baptist University 
1997 transition project, believes political issues will 
continue to be important in the election. He said 
ricebowl topics including unemployment and inflation, 
will also feature in the campaign. 


Some candidates undoubtedly have developed a strategy 
based on such neighbourhood problems as hospital 
services and transport. 


This practical approach may be welcomed by some sec- 
tors of the electorate. There are many here who have 
become uncomfortable with the tenor of debate in the 
territory. They are unhappy with the political polarisa- 
tion that brands legislators as either pro-democracy or 
pro-China. 


Still, this may be a suitable time to urge local politicians 
not to make wild promises on such issues as unemploy- 
ment. It is inevitable that such matters will be politicised 
but it would not be in the best interests of this commu- 
nity to create false hopes among the electorate. 
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Hong Kong is in a very different situation from those 
countries where political parties are seeking to gain 
power and form governments. Voters must be mature 
enough to realise that there are certain problems that 
are virtually insoluble — and they certainly won't be 
solved by politicians’ promises alone. 


Voters must be realistic about this milestone election 
campaign but this does not mean that they should be 
apathetic. It is only through a strong voter turn-out that 
we will know for sure that democracy now has a deep 
and broad foundation here. 
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